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READER  NOTE 


The  report  presents  findings  regarding  the  feasibility  of  implementing  a Section  1115a 
Medicaid  Waiver  Demonstration  program  in  the  City  and  County  of  San  Francisco. 

The  findings  are  supported  by  a pro  forma  financial  analysis  that  was  conducted  under 
the  guidance  of  the  San  Francisco  Department  of  Public  Health  and  the  Medicaid 
Waiver  Planning  Committee  and  its  subcommittees,  and  that  draws  upon  the  experience 
of  other  demonstration  waiver  programs  throughout  the  country. 

The  financial  analysis  contains  a series  of  assumptions  about  enrollment  and 
expenditures  under  a waiver  program,  all  of  which  are  documented  within  the  report. 
Every  effort  has  been  made  to  assure  the  reasonableness  of  the  assumptions,  and  to  err 
on  the  side  of  underestimating,  rather  than  overestimating,  the  potential  benefits  of  a 
waiver  program  wherever  a potential  range  of  outcomes  exists.  However,  readers  are 
cautioned  that  the  actual  results  experienced  under  a waiver  might  ultimately  be 
influenced  by  a number  of  factors  beyond  San  Francisco’s  control,  including  the 
willingness  of  the  federal  Health  Care  Financing  Administration  (HCFA)  to  agree  to  the 
program  design  presented  herein,  as  well  as  any  special  terms  and  conditions  it  might 
choose  to  impose  as  part  of  authorizing  the  waiver.  In  addition,  any  significant 
demographic  or  economic  changes  within  the  State  and  the  County  during  the  life  of  the 
waiver  could  have  a material  effect  on  financial  performance. 

Finally,  all  historical  data  used  in  the  pro  forma  analysis  was  obtained  from  the 
California  Department  of  Health  Services.  Some  of  the  Medi-Cal  eligible  information 
provided  by  the  State  was  “point-in-time”  for  two  months  out  of  a year;  this  data  was 
annualized  for  purposes  of  the  analysis.  While  all  findings  were  reviewed  for 
reasonableness,  the  use  of  point-in-time  data  represents  an  estimate,  rather  than  a 
reporting  of  actual  Medi-Cal  eligibles.  Readers  therefore  should  use  caution  when 
interpreting  results. 
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EXECUTIVE  SUMMARY 


In  1996,  San  Francisco  began  an  ambitious  series  of  initiatives  to  expand  the 
availability  of  comprehensive  health  care  coverage  to  all  of  the  County’s  residents.  In 
1997  and  1998,  a Blue  Ribbon  Committee  reporting  to  the  Mayor  examined  options  for 
increasing  coverage  to  uninsured  working  adults,  in  partnership  with  the  private  sector. 
A component  of  the  Committee’s  recommendations  were  placed  on  the  November  1998 
ballot  in  the  form  of  a Proposition,  which  was  overwhelmingly  approved  by  San 
Francisco  voters. 

Concurrent  with  these  activities,  the  San  Francisco  Health  Commission  established  a 
“Medicaid  Waiver  Planning  Committee”  to  evaluate  the  potential  for  extending  health 
coverage  to  a portion  of  the  County’s  uninsured  population  through  a reform  of  the 
Title  XIX  (Medicaid)  program.  Since  1993,  over  a dozen  states  and  county/state 
partners  across  the  country  have  obtained  “Section  1115a  Research  and 
Demonstration”  waivers  from  the  federal  government,  allowing  them  to  convert  their 
Medicaid  programs  to  managed  care,  and  to  use  the  savings  generated  to  extend 
coverage  to  the  uninsured. 

To  determine  if  such  a waiver  could  significantly  advance  the  County’s  health  care 
reform  efforts  (in  conjunction  with  other  initiatives),  the  Waiver  Planning  Committee 
has  asked  to  see  a pro  forma  analysis  of  the  number  of  uninsured  to  whom  health 
coverage  could  be  extended  under  a waiver,  and  the  costs  that  would  be  incurred  in 
doing  so.  This  report  contains  the  results  of  the  analysis. 

The  major  findings,  which  are  laid-out  in  detail  in  Parts  One  and  Two  of  the  report, 
include  the  following: 

San  Francisco  Could  Generate  Savings  Through  an  1115a  Waiver,  for  Use  in 
Expanding  Coverage  to  the  Uninsured 

San  Francisco  today  operates  a waiver  program  for  the  TANF  portion  of  its  Medi-Cal 
population  (primarily  young  children  and  pregnant  women),  but  continues  to  serve  most 
SSI  blind  and  disabled  beneficiaries  through  a traditional  fee-for-service  system.  If  the 
County  were  to  enroll  the  SSI  population  into  managed  care  through  an  1115a  waiver, 
and  enact  several  smaller-scale  reforms,  it  could  potentially  produce  savings  in  the 
range  of  $70+  million  over  the  five  year  life  of  the  waiver  versus  what  would  have 
otherwise  been  spent  (see  also  Chart  1 at  the  end  of  the  Executive  Summary). 

Because  Section  1115a  waivers  allow  unusual  flexibility  in  terms  of  program  design, 
the  County  could  enroll  SSI  beneficiaries  and  other  special  needs  populations,  without 
requiring  them  to  join  traditional  HMOs.  Instead,  an  1115a  program  might  include 
partial  capitation  or  primary  care  case  management  models,  as  well  as  extensive  care 
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coordination  systems.  In  short,  the  County  could  generate  savings  while  at  the  same 
time  improving  the  accessibility  and  quality  of  services  for  its  Medi-Cal  SSI  population. 

San  Francisco  Could  Propose  to  Insure  a Large  Number  of  Low  Income 
Children  and  Adults  Through  Sections  1902(r)(2)  and  1931(b)  of  the  Social 
Security  Act 

Under  1115a  waivers,  states  have  the  option  to  expand  Medicaid  eligibility  to  certain 
low  income  children  and  adults,  while  treating  these  populations  as  if  they  already  had 
been  enrolled  in  Medicaid.  Sections  1902(r)(2)  and  1931(b)  of  the  Social  Security  Act 
address  methods  for  raising  upper  income  limits  for  uninsured  children  and  working 
parents  to  allow  their  enrollment  in  traditional  Medicaid  programs.  Because  these  types 
of  expansions  can  be  undertaken  without  a waiver,  the  federal  government  allows  states 
to  show  the  costs  for  such  individuals  in  their  estimates  of  what  would  have  been  spent 
in  the  program  absent  a waiver. 

This  concept  is  important,  because  it  allows  states  to  obtain  federal  financial 
participation  without  regard  to  budget  neutrality  constraints  that  otherwise  limit  what 
can  be  spent  under  a waiver.  Although  the  federal  government  historically  has  required 
that  such  expansions  occur  on  a statewide  rather  than  sub-state  basis,  San  Francisco 
could  seek  permission  to  do  the  same  under  its  1115a  demonstration.  If  approved,  it 
would  allow  the  County  to  extend  eligibility  to  an  estimated  8,200  children  and  3,900 
working  parents  (12,100  total). 

San  Francisco  Could  Spend  its  Waiver  Savings  on  a Variety  of  Populations 

Depending  on  the  priorities  set  by  the  Waiver  Planning  Committee,  and  the  ultimate 
funding  sources  made  available  for  the  program,  by  the  fifth  year  of  the  waiver  it 
would  be  possible  to  use  the  $70+  million  in  waiver  savings  to  extend  coverage  to  as 
many  as  20,000+  additional  persons,  beyond  the  initial  12,000  (32,000+  total). 

The  pro  forma  analysis  examines  four  alternatives,  or  “scenarios”  for  spending  the 
waiver  savings.  Each  scenario  begins  with  the  1902(r)(2)  and  1931(b)  populations  and 
then  adds  other  uninsured  persons  under  different  priorities.  Specifically  - 

Scenario  1 - Extends  coverage  to  the  general  uninsured  adult  population,  starting 
with  lowest  income  individuals  and  adding  enrollees  until  funds  are  exhausted. 

Scenario  2 - Targets  a portion  of  the  expansion  dollars  toward  persons  with 
HIV/AIDS  who  are  uninsured/underinsured  for  prescription  drug  coverage  and  uses 
the  dollars  to  purchase  protease  inhibitor  drug  therapy  coverage  for  these 
individuals.  Also  continues  to  set-aside  a portion  of  the  expansion  dollars  to  extend 
coverage  to  the  general  uninsured  adult  population. 
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Scenario  3 - Extends  comprehensive  medical  coverage  to  uninsured  persons  with 
AIDS.  Because  of  their  high  relative  costs,  this  scenario  devotes  all  expansion 
dollars  to  this  group,  so  that  a meaningful  number  can  be  covered. 

Scenario  4 - Extends  coverage  to  the  general  adult  uninsured  population,  but  also 
includes  targeted  outreach  to  identity  and  enroll  uninsured  persons  with  high 
medical  needs  (including  individuals  with  HIV/AIDS). 


The  potential  expansion  in  coverage,  by  scenario,  would  be  in  the  following  ranges  in 
the  first  year  of  the  waiver: 


Scenario 

Children 

1931(b) 

Adults 

General 
Uninsured 
Adult  Pop. 

HIV/AIDS 

Population 

High 
Medical 
Needs  Pop. 

TOTAL 

Scenario  1 
(General) 

8,289 

3,992 

12,531- 

20,562 

24,812- 

32,843 

Scenario  2 
(Protease) 

8,289 

3,992 

9,399  - 
12,805 

566  - 772 

22,246  - 
25,858* 

Scenario  3 
(Comp.  AIDS) 

8,289 

3,992 

977-  1,603 

13,258  - 
13,884 

Scenario  4 

High  Medical  Needs 

8,289 

3,992 

8,158  - 
11,115 

2,719  - 
3,705 

23,158  - 
27,101 

*Total  will  not  foot  to  the  amount  reflected  in  detailed  tables  for  Scenario  2,  as  those  tables  exclude  the  protease 
inhibitor  population  (tables  only  report  comprehensive  coverage  group) 


Charts  2 and  3 at  the  end  of  the  executive  summary  present  the  low  and  high  expansion 
estimates  in  graphical  form. 

The  Waiver  Program  Will  Require  Some  New  State  or  County  Dollars 

Much  of  the  cost  of  the  eligibility  expansion  will  be  fundable  through  managed  care 
savings,  while  the  federal  government  will  be  responsible  for  one-half  of  the  cost  of  the 
1902(r)(2)  and  1931(b)  populations  (assuming  it  agrees  they  could  have  been  covered 
without  a waiver).  However,  it  still  will  be  necessary  for  the  State  and/or  County  to 
put  forward  the  other  half  of  the  dollars  necessary  to  cover  1902(r)(2)  and  1931(b) 
individuals.  Assuming  12,100  enrollees,  the  cost  to  the  State  and/or  County  would  be  in 
the  neighborhood  of  $3.0  - $3.5  million  per  year. 
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Conclusion 


The  pro  forma  analysis  includes  a number  of  important  assumptions  about  the  managed 
care  models  that  would  be  used  under  an  1115a  waiver,  the  savings  that  could  be 
generated,  and  what  the  federal  government  might  or  might  not  allow  in  terms  of 
program  design  (see  detailed  report  - Parts  One  and  Two).  Taking  these  assumptions 
into  account,  the  pro  forma  analysis  findings  indicate  that  San  Francisco,  through  an 
1115a  waiver,  could  extend  coverage  to  large  numbers  of  the  uninsured  - including 
some  of  its  poorest  and  most  vulnerable  citizens. 
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2000  2001  2002  2003 2004 

Waiver  Period  □ Projected  Expenditures  without  Waiver 

M Total  Expenditures  under  the  Waiver 


City  & County  of  San  Francisco 
Uninsured  Populations  Covered-  Low  End 


Income  Scenario  Protease  Scenario  Comprehensive  AIDS  Scenario  High  Needs  Scenario 


City  & County  of  San  Francisco 
Uninsured  Populations  Covered-  High  End 


Income  Scenario  Protease  Scenario  Comprehensive  AIDS  High  Needs  Scenario 

Scenario 


PART  I: 


FEASIBILITY  STUDY  DESCRIPTION 


Section  1:  Organization  of  the  Report 

This  report  contains  the  results  of  a study  conducted  to  assess  the  financial  feasibility  of 
implementing  a Section  1115a  Medicaid  Research  and  Demonstration  Waiver  in  San 
Francisco  County,  for  the  purpose  of  extending  health  coverage  to  a portion  of  the 
County’s  uninsured  population.  The  report  is  organized  into  four  parts:  “Feasibility 
Study  Description”,  “Pro  Forma  Financial  Analysis”,  “Related  Issues”,  and 
“ Conclusions”. 

Part  One  -“Feasibility  Study  Description”  — outlines,  in  narrative  form,  the  scope  and 
structure  of  the  analysis.  It  begins  by  describing  the  basis  on  which  the  waiver  is  to  be 
judged  feasible  or  infeasible,  from  a programmatic  and  financial  perspective.  It  then 
reviews  the  assumptions  made  regarding  the  waiver’s  actual  design,  for  the  purpose  of 
the  analysis,  i.e.,  what  populations  would  be  included,  what  services  would  be 
furnished,  how  the  program  would  be  funded,  and  under  what  administrative  model  it 
would  operate. 

In  some  cases,  more  than  one  set  of  assumptions  has  been  explored,  so  that  the  County 
can  judge  the  relative  strengths  and  weaknesses  associated  with  various  approaches. 

For  example,  the  study  examines  a variety  of  methods  for  prioritizing  the  extension  of 
coverage  to  the  uninsured  (prioritizing  by  income,  age,  general  health  status,  specific 
diseases  etc.). 

Part  Two  of  the  Study— “Pro  Forma  Financial  Analysis”  — applies  the  assumptions 
laid-out  in  Part  One  to  a series  of  models  that  quantify  the  number  of  uninsured  persons 
to  whom  health  coverage  could  be  extended  through  a Section  1115a  demonstration 
program,  and  the  cost  associated  with  doing  so.  The  analysis  begins  by  profiling  the 
existing  Medi-Cal  program,  in  terms  of  numbers  of  beneficiaries  and  their  historical 
costs.  The  analysis  then  offers  projections  for  the  program  over  the  next  five  years, 
absent  the  implementation  of  a demonstration  waiver. 

These  “without  waiver”  projections  are  followed  by  a series  of  “with  waiver” 
projections,  that  document  the  amount  of  federal/State/County  dollars  it  is  believed 
could  be  made  available  under  an  1115a  demonstration  for  covering  the  uninsured,  and 
to  how  many  people  coverage  could  be  extended.  The  number  who  could  be  offered 
insurance  varies  greatly  depending  on  how  prioritization  occurs,  and  so  the  pro  forma 
analysis  contains  a series  of  “scenarios”,  each  assuming  a different  prioritization 
method. 
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Part  Three  of  the  study—  “ Related  Issues”— briefly  discusses  two  issues  that  are 
separate  from  the  question  of  whether  a waiver  would  be  financially  feasible,  but 
closely  related.  Namely,  whether  the  waiver  could  be  implemented  through  a County 
Organized  Health  System  and  whether  it  could  be  designed  to  support  or  even  enhance 
San  Francisco’s  safety  net. 

The  final  part  of  the  study  — “Conclusions”  — summarizes  findings  from  the  analysis, 
in  terms  of  the  potential  for  an  1115a  waiver  program  to  meet  the  goals  laid-out  in  Part 
One.  It  also  outlines  next  steps  for  the  County  should  it  decide  to  proceed  with  an 
1115a  initiative. 
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Section  2:  Introduction 


A.  Background  - Demonstration  Waivers 

Under  the  traditional  Title  XIX  (Medicaid)  program,  known  as  Medi-Cal  in  California, 
beneficiaries  have  the  freedom  to  seek  care  from  any  qualified  providers  who  are 
willing  to  serve  them.  Providers  then  bill  the  Medicaid  agency  and  are  reimbursed  on  a 
fee-for-service  (per  encounter)  basis  for  the  care  they  deliver. 

In  the  late-1980’s,  Medicaid  programs  throughout  the  country  began  to  experience 
increasingly  severe  fiscal  and  service  accessibility  problems,  in  part  due  to  expansions 
in  program  eligibility  mandated  by  the  federal  government.  As  program  rolls  grew,  and 
fee-for-service  costs  escalated  accordingly,  many  states  reacted  by  freezing  or  reducing 
reimbursement  levels  for  providers.  This  in  turn  led  to  a drop-off  in  the  numbers  of 
providers  willing  to  serve  Medicaid  beneficiaries,  resulting  in  reduced  access  to  care 
and  the  substitution  of  emergency  rooms  for  physicians  as  a primary  source  for 
services. 

As  the  fee-for-service  system  grew  more  dysfunctional  in  the  early  1990’s,  a number 
states  began  to  convert  portions  of  their  programs  to  managed  care.  Beneficiaries  were 
mandatorily  enrolled  into  fully-capitated  Health  Maintenance  Organizations  or  into 
more  limited  Primary  Care  Case  Management  Systems,  with  the  intent  of  improving 
access  to  primary  care  and  preventive  services,  while  controlling  the  escalation  in 
costs.  Most  states  limited  the  use  of  managed  care  to  the  AFDC  (later  TANF) 
population— young  children  and  pregnant  women— but  a few  also  enrolled  blind  and 
disabled  beneficiaries  (the  SSI  population). 

Unlike  in  the  commercial  world,  where  managed  care  is  often  viewed  as  restricting 
options  previously  available  to  beneficiaries,  Medicaid  managed  care  programs 
typically  have  improved  access  for  their  enrollees.  Surveys  of  beneficiaries  in 
mandatory  programs  across  the  country— including  SSI  enrollees— have  consistently 
reported  high  satisfaction  levels  and  a perception  of  better  access  to  primary  and 
specialty  care  than  was  previously  available. 

All  but  one  of  the  mandatory  managed  care  programs  implemented  in  the  1980’s  and 
early  1990’s  were  authorized  by  the  federal  government  under  Section  1915b  of  the 
Social  Security  Act,  which  permits  the  Secretary  of  Health  and  Human  Services  to 
grant  states  “waivers”  from  traditional  Medicaid  freedom-of-choice  requirements. 
While  Section  1915b  waivers  provide  the  minimum  tools  necessary  to  implement 
managed  care,  they  do  not  afford  states  the  broader-based  flexibility  necessary  for 
fundamental  health  care  system  reform. 
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However,  with  the  arrival  of  the  Clinton  administration  in  1993,  the  federal  government 
began  to  encourage  states  to  submit  waiver  proposals  under  a different  part  of  the 
Social  Security  Act— Section  1115a.  This  section  grants  the  Secretary  broad  authority 
to  waive  Medicaid  rules  for  programs  designed  to  “research  and  demonstrate” 
innovative  service  delivery  models. 

Over  a dozen  states  have  been  granted  Section  1115a  waivers  since  1993,  including 
Alabama,  Hawaii,  Maryland,  Massachusetts,  New  York,  Oklahoma,  Oregon,  Rhode 
Island,  and  Vermont.  In  many  of  these  programs,  the  states  were  allowed  to  extend 
health  coverage  to  previously  uninsured  individuals,  with  the  cost  of  coverage  paid  for 
out  of  the  combined  state/federal  savings  associated  with  enrolling  traditional  Medicaid 
eligibles  into  managed  care. 

California  was  one  of  the  first  states  in  the  country  to  enroll  large  numbers  of  Medicaid 
beneficiaries  into  managed  care.  The  State  began  with  a combination  of  voluntary  and 
Section  1915b  mandatory  programs.  California  actually  has  three  1915b  models  in 
operation  today— the  County  Organized  Health  System  (COHS)  model  which  exists  in 
five  counties,  “geographic  capitation”  which  exists  in  two  counties,  and  the  so-called 
“Two-Plan”  model  that  operates  in  twelve  others,  including  San  Francisco  County. 
California  also  has  one  Section  1115a  waiver— LA  Care— in  Los  Angeles  County. 

In  the  spring  of  1998,  the  Department  of  Public  Health  for  the  City  and  County  of  San 
Francisco  undertook  a study  to  evaluate  the  feasibility  of  developing  an  1115a 
demonstration  model.  The  County’s  purpose  in  conducting  the  study  was  to  determine 
if  an  1115a  waiver  could  be  used  to  advance  two  health  care  reform  initiatives: 

■ First,  to  implement  improvements  in  the  existing  Medi-Cal  program  for  Title 
XIX  beneficiaries  in  terms  of  service  accessibility  and  care  coordination,  beyond 
what  has  been  accomplished  to-date. 

■ Second,  to  provide  financing  for  an  expansion  of  health  care  coverage  to  lower 
income  uninsured  persons  residing  in  the  County,  by  securing  federal  matching 
funds  for  the  cost  of  otherwise  ineligible  persons  under  Title  XIX  (Medicaid). 

As  noted  above,  many  states  in  recent  years  have  taken  advantage  of  the  1115a  waiver 
process  as  a way  to  obtain  federal  matching  funds  for  the  costs  associated  with 
including  otherwise  ineligible  persons  in  the  program.  In  order  to  receive  approval  for 
such  a program,  a State  must  demonstrate,  to  HCFA’s  satisfaction,  that  the  program  is 
“ feasible”  in  the  sense  that  its  total  cost  to  the  federal  government  will  not  exceed  what 
would  have  been  incurred  in  the  operation  of  the  traditional  Medicaid  program  (i.e., 
any  expansion  in  eligibility  will  be  funded  through  savings  achieved  via  managed  care 
or  other  programmatic  changes). 
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States  demonstrate  that  they  have  met  HCFA’s  “feasibility”  test  by  developing 
“caseload  and  cost  estimates”  as  part  of  their  waiver  proposals.  The  estimates  are 
developed  in  three  stages.  First,  a state  selects  the  most  recent  past  year  for  which 
complete  information  is  available  on  the  number  of  persons  enrolled  in  Medicaid  and 
the  cost  of  their  care.  Second,  it  projects  forward  what  it  expects  future  Medicaid 
enrollment  and  expenditures  would  be  if  no  waiver  was  implemented  (“without  waiver” 
estimate).  And  third,  it  projects  forward  what  it  expects  future  Medicaid  enrollment 
and  expenditures  would  be  if  a waiver  was  implemented  (“with  waiver”  estimate).  If  the 
“with  waiver”  estimate  is  no  greater  than  the  “without  waiver”,  and  HCFA  agrees  to 
its  accuracy,  the  federal  feasibility  standard,  in  terms  of  “budget  neutrality”  is 
considered  to  be  met. 

In  demonstrating  budget  neutrality,  states  have  the  option  of  using  a per  capita  budget 
limit  (which  does  not  place  the  State  at  risk  for  any  growth  in  the  number  of  traditional 
Medicaid  eligibles  during  the  period  of  the  Demonstration),  or  an  aggregate  limit.  All 
but  one  state  with  a Section  1115a  waiver  has  chosen  a per  capita  cap,  the  single 
exception  being  Tennessee* 1.  Since  the  budget  neutrality  agreement  with  HCFA 
establishes  an  upper  limit  on  the  level  of  federal  financial  participation  for  the 
demonstration  program,  no  federal  matching  funds  are  available  for  costs  that  exceed 
that  budget  limit. 

Because  1115a  waivers  allow  for  all  types  of  service  delivery  models,  the  inclusion  of  a 
certain  category  of  Medi-Cal  beneficiaries  under  the  waiver  does  not  imply  that  these 
beneficiaries  would  necessarily  be  enrolled  in  fully  capitated  managed  care  plans.  The 
decision  to  include  a population  under  the  waiver  is  distinct  from  the  actual  model 
under  which  they  are  served  and  is  determined  in  part  by  how  much  financial  risk  the 
state/county  wishes  to  transfer  to  another  entity  and  how  much  it  is  willing  to  retain. 

Similarly,  all  of  the  services  included  under  the  waiver  need  not  be  delivered  through 
traditional  managed  care  plans.  Waiver  eligibles  could,  for  example,  be  enrolled  in  a 
managed  care  plan  for  their  physical  health  care  while  receiving  behavioral  health 
(Short-Doyle  in  California)  services  through  a separate  managed  behavioral  health 
program.  In  April,  1998,  San  Francisco  implemented  the  San  Francisco  Mental  Health 
Plan  to  provide  mental  health  services  to  all  Medi-Cal  recipients  and  the  indigent. 

Under  this  approach  waiver  eligibles  are  effectively  “co-enrolled”  in  two  systems  of 
care.2  Some  services  might  also  continue  to  be  reimbursed  on  a fee-for-service  basis. 


1 Exhibit  1 on  the  second  following  page  presents  a brief  summary  of  all  existing  Section  1115a 
programs,  including  the  implementation  date,  the  traditional  Medicaid  populations  served,  any  expansion 
populations  enrolled,  the  managed  care  models  employed,  and  how  budget  neutrality  is  calculated. 

1 A number  of  states  with  mandatory  managed  care  programs  have  instituted  “co-enrollment”  models. 
For  example,  in  the  Arizona  Medicaid  program,  the  nation’s  oldest  mandatory  managed  care  system, 

beneficiaries  choose  a physical  health  plan  and  arc  simultaneously  enrolled  in  a behavioral  health  plan 
(there  is  one  such  plan  per  county).  The  behavioral  health  plans  are  responsible  for  assigning  each 
cnrollcc  to  a “Primary  Behavioral  Health  Provider”  who  in  turn  is  expected  to  coordinate  behavioral  and 
physical  health  care  with  the  beneficiary’s  PCP. 
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The  decision  to  include  or  exclude  services  involves  a tradeoff  between  the  potential 
reward  of  better  service  integration,  and  the  financial  risk  associated  with  subjecting 
more  services  to  an  overall  ceiling  on  federal  financial  participation.  Should  a 
state/county  be  unable  to  manage  program  costs  within  the  levels  negotiated  under  the 
budget  neutrality  agreement,  the  excess  costs  must  be  borne  entirely  at  the  county 
and/or  state  level. 

If  the  State  of  California  were  to  insist  on  being  held  harmless  in  this  situation,  San 
Francisco  County  would  be  solely  responsible  for  the  excess  costs.  Accordingly, 
decisions  with  respect  to  the  inclusion  of  certain  populations  and  services  under  any  San 
Francisco  waiver  must  take  into  consideration  whether  the  County  can  “feasibly” 
impose  sufficient  program  discipline  through  managed  care  to  ensure  that  services  are 
delivered  in  a cost-effective  manner. 
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Exhibit  1 

Major  1115  Waiver  Programs 
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Managed  Care  is  defined  as  a fully  capitated  health  plan  model  unless  otherwise  indicated 
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Exhibit  1,  cont’d 


AUTHORIZATION  OF  FEDERAL 
MATCHING  FUNDS  FOR  COSTS  NOT 
OTHERWISE  MATCHABLE 

Expenditures  for  children  under  6 years  and 
pregnant  women  up  to  250%  of  FPL 
24  months  extended  family  planning 
Enrollment  Composition/Disenrollment 
Provisions  1903(m)(2)(A)(ii)(vi) 

MEQC  disallowances  1903(u) 

IMD  Services 

Expenditures  for  Adult  Home  Relief 
recipients 

24  months  extended  family  planning 
IMD  Services 

Expenditures  (up  to  $250  million  per  year  for 
five  years)  under  the: 

- Professional  Education  Pool 

- CHIP 

- NY  Small  Business  Health  Ins.  Partnership 
Program 

- NY  Individual  voucher  program 

- Catastrophic  Insurance  Program 

- Clinic,  Lab.,  Amb.,  Surgery,  Indigent 
Care  Distribution 

- Elderly  Rx  Ins.  Coverage  program 

- AIDS  Drug  Assistance  Program 

- Allocations  to  hospitals  participating  in  the 
Community  Health  Care  Conversion 
Demonstration 

BUDGET 

NEUTRALITY 

Per  Capita 

Per  Capita 

ELIGIBILITY 
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(POPULATION) 

Uninsured  pregnant 
women  and  children 
(under  age  6 years) 
up  to  250%  of  FPL6 

Adult  recipients  of 
Home  Relief 
(previously  enrolled 
in  a State-only 
Medicaid  program) 
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Managed 
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Subsequent  expansions  for  children  have  been  incorporated  since  implementation 
To  be  phased-in  in  Year  2 of  the  program 


DATE  COVERED  DELIVERY  EXPANSION  NEUTRALITY  MATCHING  FUNDS  FOR  COSTS  NOT 

MODEL  (POPULATION)  OTHERWISE  MATCHAJBLE 

Oregon  Feb  1994  TANF  Managed  Uninsured  persons  Per  Capita  Expenditures  for  persons  with  income  up  to 
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Added  by  legislative  action  after  initial  program  development 


B.  Description  of  the  Study  Process 

The  overall  feasibility  study,  of  which  this  analysis  is  a part,  is  being  conducted  under 
the  direction  of  the  San  Francisco  Department  of  Public  Health  and  the  Medicaid 
Waiver  Planning  Committee.  The  Committee,  which  was  appointed  by  the  San 
Francisco  Health  Commission,  was  created  to  evaluate  the  feasibility  of  pursuing  a 
waiver  and  to  develop  a plan  for  submitting  a waiver  if  appropriate.  As  such,  the 
Committee  provides  input  on  the  key  programmatic  and  fiscal  components  of  the 
waiver. 

The  San  Francisco  Department  of  Public  Health  was  designated  to  spearhead  the 
Medicaid  1115  Waiver  Planning  Committee,  while  the  San  Francisco  Health 
Commission  serves  as  the  oversight  body  for  the  development  of  an  1115a  Waiver. 

The  Committee  ultimately  will  make  its  recommendations  to  the  San  Francisco  Health 
Commission  through  the  Department  of  Public  Health. 

The  Committee  is  comprised  of  a broad  array  of  stakeholders  selected  for  their 
knowledge  of  San  Francisco’s  existing  indigent  care  system.  Exhibit  2 on  the  second 
following  page  identifies  Planning  Committee  members  and  the  organizations  they 
represent. 

Three  subcommittees  also  have  been  formed  to  assist  the  committee  in  gathering 
information  and  analyzing  policy  and  fiscal  issues.  The  subcommittees  and  their 
charges  are  briefly  described  below  (Exhibit  2 also  lists  subcommittee  members): 

■ System  Design  - This  subcommittee  is  evaluating  how  well  Medi-Cal  fee-for- 
service  and  managed  care  (i.e. , the  two-plan  model)  are  working  in  San  Francisco, 
and  whether  the  two-plan  model,  or  a different  system,  should  be  used  as  the 
platform  for  enrolling  SSI  Medi-Cal  beneficiaries  into  managed  care  and  for 
extending  coverage  to  the  uninsured. 

■ Service  Delivery  - The  subcommittee  is  reviewing  the  effectiveness  of  the  current 
Medi-Cal  and  indigent  care  health  care  delivery  system,  in  terms  of  service 
accessibility.  It  is  assessing  the  need  for  system  changes  that  would  move  service 
delivery  away  from  its  current  institutional  emphasis  toward  community-based  non- 
institutional  care  by  enhancing  the  development  of  outpatient,  prevention,  support 
and  home  care  services.  The  subcommittee  is  also  documenting  existing  barriers  to 
care  and  levels  of  consumer  satisfaction  with  respect  to  cultural  competency, 
linguistic  appropriateness  and  distribution  of  services.  Finally,  the  subcommittee  is 
reviewing  service  delivery  to  special  high-need  populations  (e.g.,  HIV/AIDS),  to 
determine  whether  these  populations  or  some  portion  of  their  services  should  be 
“carved-out”  (excluded)  from  any  basic  managed  care  program  and  separately 
addressed  through  special  initiatives. 
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■ Financing  and  Data  - This  subcommittee  is  overseeing  the  development  of  the 
proposed  waiver  financial  model  by  reviewing  historical  claims/eligible  data  and 
developing  projections  for  the  next  five  years  under  the  current  system,  as  well  as 
under  an  1115a  waiver. 

The  Waiver  Planning  Committee  and  its  subcommittees  have  met  numerous  times  since 
being  formed  earlier  this  year.  The  committee  and  subcommittees  have  issued  a 
number  of  findings  and  policy  directives  within  their  respective  areas,  all  of  which  have 
been  summarized  in  a document  entitled,  “Medicaid  Waiver  Committee  Findings  and 
Policy  Directives” . The  summary  document  is  included  as  an  appendix  to  this  report 
and  its  directives  have  been  used  to  shape  the  design  of  the  feasibility  analysis. 
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Exhibit  2 

Waiver  Planning  Committee  and  Sub-Committee  Members 


1115  Waiver  Planning 
Committee  Member 

Organization 

Mitchell  Katz,  M.D. 

San  Francisco  Department  of  Public  Health 
(Committee  Chair) 

John  Borsos 

Labor  - Local  250 

Richard  Gibbs,  M.D. 

San  Francisco  Medical  Society 

John  Gressman 

San  Francisco  Community  Clinic  Consortium 

James  Hickman 

Blue  Cross  of  California 

Carolayn  Hughes 

Consumer 

Amy  Lee 

Office  of  the  Mayor 

Bruce  Livingston 

Advocate  - Health  Access 

Nathan  Nay  man 

Hospital  Council  of  Northern  and  Central 
California 

Janet  Olsen-Coyle 

California  Department  of  Health  Services 

Nancy  Presson 

San  Francisco  Department  of  Public  Health, 
Community  Mental  Health  Services 

Guillermo  Rodriguez 

Advocate  - Latino  Issues  Forum 

Robin  Strimling 

Health  Care  Financing  Administration 

Anthony  Wagner 

Long  Term  Care  Pilot  Project  Task  Force 

Mary  Wong 

Consumer 

Shahnaz  Nikpay 

San  Francisco  Health  Plan 

Rhea  Serpan 

San  Francisco  Chamber  of  Commerce 

System  Design  Sub- 
Committee  Member 

Organization 

Jack  Fries 

St.  Luke’s  Hospital 
(Sub-Committee  Chair) 

James  Hickman 

Blue  Cross  Medi-Cal 

Irwin  Hoff 

Senior  Action  Network/Consumer 

Marie  Jobling 

Planning  for  Elders 

Michael  Keys 

San  Francisco  Neighborhood  Legal  Assistance 

Shahnaz  Nikpay 

San  Francisco  Health  Plan 

Guillermo  Rodriguez 

Advocate  - Latino  Issues  Forum 

Liz  Strand 

California  Department  of  Health  Services 
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Exhibit  2,  cont’d. 


Services  Delivery  Sub- 
Committee  Member 

Organization 

Bruce  Livingston 

Advocate  - Health  Access 
(Sub-Committee  Chair) 

Jeanne  Finberg 

National  Centers  for  Youth  Law 

Richard  Gibbs,  M.D. 

San  Francisco  Medical  Society 

Brett  Nair 

SEIU  Local  250 

Nathan  Nay  man 

Hospital  Council  of  Northern  California 

Laura  Reif 

UCSF/LT  Pilot  Project  Task  Force 

Mary  Wong 

Consumer 

Financing  and  Data  Sub- 
Committee  Member 

Organization 

Amy  Lee 

Office  of  the  Mayor 
(Sub-Committee  Chair 

Martin  Diamond 

UCSF/Mt.  Zion  Medical  Center 

John  Gressman 

San  Francisco  Community  Clinic  Consortium 

Carolayn  Hughes 

Consumer 

David  Ishida 

Commission  on  Aging 

Nathan  Nayman 

Hospital  Council  of  Northern  and  Central 
California 

Anthony  Wagner 

San  Francisco  Department  of  Public  Health, 
Community  Health  Network 

Monique  Zmuda 

San  Francisco  Department  of  Public  Health 
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C.  Goals  of  the  Feasibility  Study 

This  study  has  been  designed  to  assist  the  Waiver  Planning  Committee  in  evaluating  the 
feasibility  of  an  1115a  demonstration  program,  by  constructing  a model  which 
conforms  to  the  Health  Care  Financing  Administration’s  financial  test  of  budget 
neutrality.  San  Francisco’s  goals  for  an  1115  waiver  are  broad.  Specifically,  the 
Waiver  Planning  Committee  has  set  forth  that  the  Medicaid  1115  waiver  proposal  must 
improve  access  to  care  by  addressing  the  following  criteria: 

■ Expand  health  care  coverage  and  provide  access  to  regular  primary  and  preventive 
care  for  the  uninsured  and  other  vulnerable  populations 

■ Increase  community-based  alternatives  to  institutional  care  in  collaboration  with  the 
AB  1040  Long  Term  Care  Integration  Pilot  Project 

■ Develop  alternatives  to  the  existing  two-plan  model  for  Medi-Cal  managed  care 

■ Expand  the  array  of  rehabilitation  and  personal  home  care  services  available  to 
assist  in  the  management  of  chronic  disease 

These  goals  reflect  San  Francisco’s  desire  to  better  facilitate  and  provide  care  to  low 
income  and  uninsured  residents.  This  can  be  accomplished  by  integrating  care  and  the 
funding  that  supports  care  for  those  on  Medicaid  and  those  who  are  uninsured.  Some 
of  the  goals  are  predicated  on  shifting  resources  from  institutional  and  emergency  room 
care  to  community-based  alternatives  and  preventive  care.  This  is  necessary  to  ensure 
the  efficient  use  of  resources.  The  San  Francisco  Health  Commission  recently  adopted 
a resolution  increasing  alternatives  to  institutional  care  which  is  consistent  with  the 
overall  framework  of  an  1115a  waiver. 

Along  with  these  goals,  the  Waiver  Planning  Committee  has  developed  guiding 
principles  to  use  in  determining  the  feasibility  of  pursuing  an  1115  waiver.  These 
guiding  principles  will  serve  as  criteria  by  which  to  assess  any  proposed  waiver.  The 
guiding  principles  are  to: 

• Ensure  that  any  system  changes  maintain  a viable  safety  net  system 

■ Recognize  that  maintaining  and  improving  community  health  status  is  a 
responsibility  of  the  entire  community 

■ Create  broader  participation  by  all  San  Francisco  providers  and  businesses  in  the 
financial  and  delivery  of  health  care  on  behalf  of  indigents  and  the  uninsured 
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■ Actively  involve  consumers  and  the  provider  community  in  the  planning  process  in 
order  to  appropriately  identify  gaps  in  service  and  access  needs 

■ Create  strategies  for  using  federal,  State  and  local  resources  flexibly  to  eliminate 
barriers  to  the  integration  and  coordination  of  a full  continuum  of  health  care 
services 

■ Offer  a “seamless”  comprehensive  service  delivery  system  which  is  community- 
based  culturally-competent,  linguistically-appropriate  and  enhances  consumers’ 
access  to  providers 

■ Only  seek  a Medicaid  1115  waiver  which  will  result  in  improvements  (either  fiscal, 
programmatic,  quality  of  care  or  structural)  in  San  Francisco’s  health  care  delivery 
system 

D.  Integration  with  Other  Health  Care  Reform  Activities  Underway  in  the 
County 

In  addition  to  the  Waiver  Feasibility  Study,  the  City  and  County  has  undertaken  several 
public  processes  directed  at  assessing  opportunities  for  systematic  health  care  reform. 
Most  notably,  San  Francisco  Mayor  Willie  L.  Brown,  Jr.  appointed  a Blue  Ribbon 
Committee  on  Universal  Health  Care,  which  issued  a series  of  findings  and 
recommendations  during  the  summer  of  this  year.  Principal  among  the  Committee’s 
recommendations  is  that  a new  program  be  created  through  which  employers  can 
participate  in  a purchasing  pool  that  leverages  their  contributions  for  health  care 
coverage  and  provides  a subsidy  for  low  income  workers  and  the  indigent. 

The  Mayor  placed  a declaration  of  policy  for  expanded  health  care  coverage  on  the 
November  ballot  as  Proposition  J.  The  voters  of  San  Francisco  approved  the  measure 
by  an  almost  two-thirds  vote.  The  recommendations  of  the  Blue  Ribbon  Committee  and 
the  passage  of  Proposition  J are  related  to  the  Waiver  Planning  Committee  process.  A 
sub-set  of  the  estimated  130,000  uninsured  San  Franciscans  could  receive  health  care 
coverage  under  Medi-Cal. 

The  County  also  has  a planning  process  underway  which  is  addressing  long  term  care 
issues.  Specifically  the  San  Francisco  Long  Term  Care  Pilot  Project  Task  Force  is 
working  collaboratively  with  the  State  to  develop  an  integrated  long  term  care  program 
that  would  operate  as  a pilot  initiative  in  San  Francisco.  A draft  concept  paper  has 
been  developed  and  presented  to  the  public,  various  City  Commissions,  the  San 
Francisco  Board  of  Supervisors,  and  the  State. 

During  the  course  of  its  work,  the  Waiver  Planning  Committee  has  given  consideration 
to  formally  merging  the  long  term  care  initiative  with  its  own.  However,  the  long-term 
care  pilot  is  not  proposed  to  begin  for  several  years,  and  the  Committee  has  determined 
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that  it  would  be  more  appropriate  to  consider  merging  the  two  efforts  at  some  later 
date. 

While  the  initiatives  remain  technically  separate,  representatives  of  the  long  term  care 
task  force  have  met  with  members  of  the  Waiver  Planning  Committee  and 
subcommittees  a number  of  times,  to  ensure  that  work  moves  in  a complementary, 
rather  than  conflicting,  fashion.  There  have  been  two  important  outcomes  from  these 
meetings.  First,  the  pro  forma  financial  analysis  has  been  designed  to  identify  and 
remove  as  many  long  term  care  dollars  as  possible  from  the  data,  in  recognition  that 
these  dollars  should  accrue  to  the  long  term  care  project.  The  precise  services  and 
dollars  removed  are  discussed  in  detail  later  in  this  report. 

The  second  outcome  of  the  meetings  has  been  a recognition  that,  depending  on  how 
broadly  the  long  term  care  initiative  ultimately  defines  its  target  population,  some 
portion  of  the  Title  XIX  beneficiaries  included  in  this  analysis  may  later  be  determined 
eligible  for  the  long  term  care  program.  Should  that  become  the  case,  it  has  been 
agreed  that  these  individuals  will  be  transitioned  from  the  acute  to  the  long  term  care 
program,  as  appropriate.  In  the  meantime,  it  is  judged  to  be  in  the  interest  of  the 
County  and  beneficiaries  to  include  such  individuals  in  the  acute  program,  if  one  is 
developed,  so  that  they  can  take  advantage  of  the  improvements  in  health  care  access 
that  would  be  expected  to  occur. 
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Section  3:  Statement  of  the  Issues  - The  Current  Environment 


San  Francisco  County  has  a large  (approximately  130,000  individuals)  uninsured 
population,  many  of  whom  are  working  persons  without  access  to  affordable  health 
insurance  coverage9.  The  growth  in  number  of  uninsured  has  occurred  despite  a strong 
local  economy  and  a moderation  in  health  insurance  premium  increases  over  the  past 
several  years. 

While  more  than  $3  billion  is  spent  annually  for  health  care  services  in  San  Francisco10, 
individuals  without  health  insurance  do  not  enjoy  the  same  level  of  access  as  their 
insured  counterparts,  particularly  with  respect  to  primary  care  and  preventive  services. 
The  uninsured  are  also  more  vulnerable  financially  when  medical  emergencies  arise,  as 
they  must  bear  the  full  cost  of  the  medical  episode  (or  leave  the  provider  with  an 
uncollectable  bad  debt).  To  be  judged  successful,  any  1115a  demonstration  waiver  that 
San  Francisco  implements  must  therefore,  at  its  core,  improve  the  availability  of  health 
coverage  for  the  County’s  uninsured. 

San  Francisco’s  situation  is  somewhat  complicated  by  the  fact  that  the  County  has  a 
relatively  older  population  in  receipt  of  Medical  Assistance  under  Title  XIX,  as 
compared  to  the  rest  of  the  State  and  country.  Statewide  56%  of  Medi-Cal  program 
beneficiaries  are  under  age  21,  while  in  San  Francisco  the  figure  is  only  35%. 
Conversely,  20%  of  beneficiaries  in  San  Francisco  are  adults  between  the  ages  of  40 
and  64,  versus  12%  Statewide,  and  28%  are  65  + , versus  12%  for  all  of  California. 

As  the  Bay  Area  population  continues  to  age  in  the  coming  decade,  the  City  and  County 
will  face  a continued  upward  demand  for  publicly  funded  health  care  services. 
Accordingly,  San  Francisco  policy  makers  must  develop  a program  that  cost  effectively 
meets  the  needs  of  older  and  disabled  Medi-Cal  enrollees,  pregnant  women,  children, 
and  other  non-elderly /non-disabled  persons. 

San  Francisco  also  has  among  its  residents  a large  number  of  persons  who  have 
significant  health  care  needs  and  who  face  numerous  barriers  to  obtaining  medical  and 
behavioral  services.  This  includes  immigrant  populations  grappling  with  language  and 
cultural  barriers,  as  well  as  persons  with  serious  mental  illness  and/or  chronic  substance 
abuse  problems.  It  also  includes  a large  number  of  HIV  infected  residents,  many  of 
whom  could  benefit  from  new  drug  therapies,  but  lack  the  financial  resources  to  obtain 
treatment,  or  are  not  able  to  follow  a rigid  pharmaceutical  regimen  due  to  other  co- 
morbidities (e.g.,  substance  abuse).  The  County,  through  any  initiative,  must  address 
cultural,  clinical,  and  financial  barriers  to  care,  recognizing  that  the  provision  of  health 
coverage  alone  will  not  guarantee  appropriate  and  timely  use  of  services. 


9 Report  of  the  Mayor’s  Blue  Ribbon  Committee  on  Universal  Health  Care,  May  1998. 

10  Ibid. 
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Finally,  San  Francisco  has  an  extensive,  albeit  financially  vulnerable,  “safety  net” 
health  care  delivery  system  consisting  of  public  and  private  organizations,  including 
hospitals,  clinics,  and  physicians  committed  to  serving  the  poor,  the  uninsured,  and  the 
under-insured.  San  Francisco’s  Community  Health  Network,  which  includes  sixteen 
community  clinics  and  the  San  Francisco  General  Hospital,  serves  approximately 
70,000  unduplicated  uninsured  persons  each  year.  The  member  clinics  of  the  San 
Francisco  Community  Clinic  Consortium  provide  care  to  31,000  individuals  either  free- 
of-charge  or  on  a sliding  fee  scale.  If  a Demonstration  Waiver  program  is  implemented, 
it  must  be  done  in  such  a way  as  to  not  jeopardize  the  operational  and  fiscal  viability  of 
critical  safety-net  systems. 
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Section  4:  Populations  Considered  for  Inclusion  in  a Demonstration  Waiver 

Program 


A.  Traditional  Medi-Cal  Beneficiaries 

The  Waiver  Planning  Committee  and  its  subcommittees  have  directed  that  the  feasibility 
study  consider  the  inclusion  of  a broad  array  of  existing  Medi-Cal  populations  under  an 
1 1 15a  Demonstration  Waiver  program.  The  populations  considered  for  evaluation 
include11: 

■ Medical  Assistance  beneficiaries  in  receipt  of  Temporary  Assistance  to  Needy 
Families  (TANF) 

■ Non-aged  recipients  of  Supplemental  Security  Income  (SSI) 

■ TANF-related  and  SSI-related  populations 

■ Long  term  care  beneficiaries 

■ Spend-down  recipients  (share  of  cost  Medi-Cal) 

■ Medicare/Medicaid  eligibles 

San  Francisco  already  mandatorily  enrolls  nearly  all  of  its  TANF  and  TANF-related 
population  into  managed  care  through  the  two-plan  model;  the  feasibility  analysis 
therefore  assumes  that  TANF  and  related  beneficiaries  would  be  included  as  waiver 
eligibles  under  any  1115a  demonstration  project  which  the  County  undertakes. 

San  Francisco  does  not  mandatorily  enroll  non-aged  SSI  beneficiaries  into  managed 
care  today  (enrollment  is  voluntary).  However,  as  previously  noted,  this  group 
represents  a larger  segment  of  the  total  Medi-Cal  population  in  San  Francisco  than  in 
other  communities,  and  so  any  fundamental  health  care  reform  must  encompass  SSI 
beneficiaries  to  be  meaningful.  Non-aged  SSI  and  related  beneficiaries  are  therefore 
also  included  in  the  analysis. 

Medical  assistance  beneficiaries  residing  in  Nursing  Facilities  and  ICFs/MR,  or 
enrolled  in  Home  and  Community-Based  Service  (HCBS)  waivers  (most  of  whom  are 
aged-SSI),  have  not  been  considered  for  inclusion  in  the  1115a  Demonstration  Waiver 
program  at  this  time.  The  City  and  County  are  currently  developing  a separate 
initiative  for  long  term  care  and,  as  part  of  that  process,  will  examine  the  potential  for 
merging  both  programs  at  some  future  point  (see  previous  section). 


11  These  categories  are  not  all  mutually  exclusive.  While  an  individual  would  not  simultaneously  be 
found  in  both  TANF  and  SSI  categories,  he/she  could  be  eligible  under  TANF  or  SSI  and,  at  the  same 
time,  be  served  in  a long  term  care  setting.  Similarly,  most  long  term  care  beneficiaries  are  also 
Medicare/Medicaid  eligible. 
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Medi-Cal  beneficiaries  with  a share  of  cost  (the  so-called  “spend-down”  population) 
have  also  been  excluded  from  the  feasibility  analysis.  Most  states  that  have 
implemented  demonstration  waiver  programs  have  not  included  the  spend-down  group 
because  of  the  unique  circumstances  surrounding  their  eligibility  status,  i.e.,  qualifying 
for  Title  XIX  for  a limited  period  of  time  on  the  basis  of  a particular  medical  event. 

The  very  nature  of  the  spend-down  population  makes  it  nearly  impossible  to  manage 
through  any  sort  of  capitated  (pre-paid)  model  and  therefore  inappropriate  for  the  type 
of  program  envisioned  for  San  Francisco. 

The  final  group  excluded  from  the  analysis  is  the  portion  of  the  Medi-Cal  population 
that  is  also  eligible  for  Medicare.  Most  of  the  acute  care  expenses  for  this  population 
are  funded  through  Title  XVIII  (Medicare),  not  Title  XIX,  and  so  are  beyond  the 
control  of  the  City  and  County,  absent  receiving  Medicare  waivers12.  In  addition,  a 
significant  percentage  of  Medicare/Medicaid  eligibles  are  recipients  of  long  term  care, 
a group  already  excluded  for  other  reasons.  The  most  appropriate  venue  to  evaluate 
options  for  Medicare/Medicaid  eligibles  is  therefore  through  the  County’s  separate  long 
term  care  pilot  project,  with  the  recognition  that  the  two  initiatives  (acute  and  long  term 
care)  may  ultimately  be  linked. 

Certain  sub-groups  within  the  populations  being  considered  for  inclusion  in  the  waiver 
program  may  ultimately  be  excluded,  depending  on  the  final  program  design  and  the 
ability  of  the  County  to  implement  its  chosen  design  under  the  terms  of  the  waiver 
granted  by  HCFA.  These  sub-groups  include  children  in  foster  care,  adults  with 
serious  mental  illness,  children  with  serious  emotional  disturbances,  and  persons  with 
HIV/AIDS.  The  feasibility  analysis  examines  HIV/AIDS  as  a distinct  group,  in 
anticipation  that  a special  program  may  be  developed  for  these  persons,  while  it 
excludes  the  foster  care  population  (described  further  in  Section  6).  The  analysis  does 
not  separate-out  the  SMI/SED  population  as  there  is  no  method  of  identifying  these 
persons  within  the  data. 

B.  Children  and  Adolescents  Eligible  under  California ’s  Child  Health  Insurance 

Program  (CHIP) 

California  recently  implemented  a Title  XXI  program  for  uninsured  children  pursuant 
to  the  provisions  of  the  1997  Balanced  Budget  Act.  The  program,  known  as  Healthy 
Families,  provides  subsidized  health  coverage  for  children  residing  in  households  with 
income  up  to  200%  of  the  Federal  Poverty  Level  (FPL).  Premium  share  of  cost  for 
enrollees  ranges  from  $4  per  child  per  month,  to  a maximum  of  $27  per  family.  There 
is  a $5  copay  for  services,  which  is  waived  for  preventive  care. 


Only  one  slate  Minnesota  has  ever  been  granted  the  necessary  waivers  to  integrate  Medicare  and 
Medicaid  funding  within  a Section  1115a  mandatory  managed  care  demonstration. 
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There  are  an  estimated  maximum  of  4,200  San  Francisco  children  eligible  for  Healthy 
Families  (based  on  total  Statewide  eligibility  of  400,000  children).  As  of  October 
1998,  2,467  San  Francisco  children  have  been  enrolled  in  the  program. 

For  purposes  of  assessing  the  feasibility  of  a Section  1115a  Waiver  program  for  San 
Francisco,  it  has  been  assumed  that  the  Healthy  Families  program  and  the  federal 
matching  funds  under  Title  XXI  would  be  rolled  into  the  demonstration.  Including  the 
Healthy  Families  population  in  the  demonstration  project  would  minimize  confusion  on 
the  part  of  persons  seeking  coverage  for  their  children  in  San  Francisco,  give  the 
County  flexibility  in  the  application  and  enrollment  process,  and  permit  it  to  undertake 
significant  new  outreach  efforts  designed  to  reduce  the  number  of  uninsured  children 
within  its  jurisdiction.  Under  the  demonstration,  the  County  could  also  request  a 
further  expansion  of  the  income  standard  used  to  determine  eligibility  for  uninsured 
children,  if  so  desired. 

C.  “Hypothetical”  Medi-Cal  Populations 

In  developing  Section  1115a  waiver  proposals,  the  Health  Care  Financing 
Administration  has,  in  certain  circumstances,  permitted  states  to  include  in  their 
“ without  waiver”  budget  limits  the  cost  of  providing  medical  assistance  to  persons  who 
could  have  been  covered  under  Title  XIX  through  a State  Plan  Amendment.  Such 
populations  are  known  as  “hypothetical”  Medi-Cal  eligibles.  This  feasibility  study 
includes  an  analysis  of  the  potential  impact  on  the  budget  limit  for  a demonstration 
waiver  in  San  Francisco  County  if  coverage  is  extended  to  two  types  of 
“ hypothetical  ” . 

The  first  group  consists  of  uninsured  children  up  to  age  18  in  households  with  income 
up  to  300%  of  the  federal  poverty  level.  These  children  could  have  been  made  eligible 
for  Medi-Cal  through  an  expansion  under  Section  1902(r)(2)  of  the  Social  Security  Act 
with  a modifying  State  Plan  Amendment13. Numerous  states,  including  Hawaii,  New 
York,  and  Vermont,  have  successfully  negotiated  the  inclusion  of  1902(r)(2)  children 
as  a “without  waiver”  hypothetical  Medicaid  population. 

The  second  group  consists  of  certain  working  parents  of  Medi-Cal  eligible  children, 
specifically  parents  who  could  have  been  included  in  the  program  at  the  State’s  option 
under  Section  1931(b)  of  the  Social  Security  Act14. 

California  and  San  Francisco  would  have  to  negotiate  with  HCFA  on  the  inclusion  of 
these  populations  solely  for  San  Francisco  County  residents.  To-date,  the  Medicaid 
agencies  that  have  proposed  to  include  1902(r)(2)  and  1931(b)  populations  and  costs 


13  Section  1902(r)(2)  allows  states  to  be  less  restrictive  in  determining  Medicaid  income  and  resource 
eligibility  for  children  than  what  is  specified  in  federal  law. 

14  Section  1931(b)  allows  states  to  implement  income  and  resource  methodologies  for  working  parents 
that  disregard  certain  income  above  the  Medicaid  standard. 
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under  their  “ without  waiver”  budget  limit  have  implemented  programs  that  are 
statewide.  Because  State  Plan  Amendments,  by  their  nature,  apply  to  all  portions  of  a 
state,  it  is  not  certain  that  HCFA  will  agree  to  such  a State  Plan  Amendment  for 
persons  residing  only  in  San  Francisco  County. 

D.  Expansion  Populations 

The  Waiver  Planning  Committee  has  directed  that  the  feasibility  study  address  potential 
opportunities  to  make  funds  available  for  extending  coverage  to  other  uninsured  persons 
in  the  County.  The  Committee  has  expressed  an  interest  in  examining  a variety  of 
methods  for  prioritizing  who  would  receive  coverage,  including  on  the  basis  of  income, 
health  status,  or  some  combination  of  the  two.  Consistent  with  this  intent,  the  pro 
forma  analysis  evaluates  four  different  prioritization  “scenarios” : 

■ Expand  coverage  to  the  general  (“normal  risk”)  adult  uninsured 
population,  beginning  with  persons  below  100%  of  the  federal  poverty  level 
(FPL)  and  continuing  (as  funds  permit)  up  to  300%  FPL 

■ Introduce  “Day  One”  protease  inhibitor  drug  therapy  coverage  for 
persons  with  HIV/AIDS,  who  could  be  classified  as  “under insured”  with 
respect  to  this  treatment  (i.e.,  insured  persons  with  limited  or  no  drug 
benefits).  Devote  a portion  of  the  expansion  dollars  to  this  group,  while 
continuing  to  set  aside  the  remainder  for  the  general  adult  uninsured 
population 

■ Introduce  comprehensive  insurance  coverage  for  persons  with  AIDS, 
who  are  uninsured.  Because  of  the  AIDS  population’s  high  relative  cost, 
devote  all  expansion  dollars  to  this  group  so  that  a meaningful  number  can 
be  covered 

■ Expand  coverage  to  the  general  adult  uninsured  population,  but  also 
target  persons  with  high  medical  needs  (individuals  with  significant  pre- 
existing medical  conditions,  including  AIDS) 

Exhibit  3 on  the  next  page  summarizes  all  of  the  populations  included  in  the  analysis, 
both  traditional  Medi-Cal  and  others.  The  expansion  populations  are  described  in 
greater  detail  in  Part  Two  of  the  report. 
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Exhibit  3 

Populations  Included  in  the  Financial  Analysis 


Covered  Population 

Projected  No.  of  Enrolled  Eligibles  - 
FFY  2000 

Traditional  Medi-Cal  Populations 

49,444 

TANF  Adults 

8,775 

TANF  Children 

15,549 

Blind/Disabled  SSI  Adults 

23,553 

Blind/Disabled  SSI  Children 

1,567 

“Hypothetical”  Populations 

12,281 

Medi-Cal  eligible  children  not 
currently  enrolled  (<100%  FPL) 

2,176 

CHIP  Children  (100-199%  FPL) 

4,186 

1902(r)(2)  Children  (200-299%  FPL) 

1,927 

1931(b)  Adults 

3,992 

Covered  Population 

Projected  No.  of  Total  Eligibles  - 
FFY  2000 

Expansion  Populations 

Adult  Uninsured15 

113,008 

“Day  One”  Un/Underinsured16 

4,580 

AIDS  Uninsured17 

2,410 

High  Medical  Needs  Uninsured18 

Not  Available 

15  1 17,000  adult  uninsured  population  reduced  by  hypothetical  1931(b)  adult  enrollment  of  3,992. 

16  Estimated  number  of  uninsured  persons  who  are  HIV  + or  have  AIDS.  This  is  a subset  of  the  general 
uninsured  adult  population.  Source:  San  Francisco  County  Department  of  Public  Health. 

17  Estimated  number  of  uninsured  persons  who  have  AIDS.  This  is  a subset  of  the  general  uninsured 
adult  population.  Source:  San  Francisco  County  Department  of  Public  Health. 

18  This  is  a subset  of  the  general  uninsured  adult  population.  However,  because  there  is  no  formal 
definition  yet  of  how  this  population  should  be  defined,  no  estimate  has  been  made  of  the  total  High  Need 
population. 
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Section  5:  Services  to  be  Provided  Through  a Demonstration  Waiver 


A.  Acute  Physical  Health  and  Related 

The  feasibility  analysis  incorporates  a broad  array  of  services,  including  all  acute 
physical  health  care  (hospital,  physician,  clinic,  pharmacy,  dental  etc.),  as  well  as 
rehabilitation  services,  hospice,  and  case  management.  In  general,  the  decision  has 
been  made  to  err  on  the  side  of  greater  service  integration,  even  with  the  commensurate 
financial  risk  associated  with  putting  most  services  under  a budget  neutrality  limit. 

By  including  a comprehensive  array  of  services  and  related  revenue  sources,  the 
County  increases  its  ability  to  reallocate  funds  within  the  health  system  as  reforms  are 
undertaken.  Savings  which  result  from  reductions  in  one  area  (e.g.,  inpatient  hospital 
care)  can  be  reallocated  to  service  categories  that  should  be  further  emphasized  (e.g., 
preventive  services).  Additionally,  the  County  can  make  new  investments  in  primary 
care  and  community-based  health  care  services  and  programs,  with  the  intent  of 
improving  health  outcomes  in  the  community  over  the  long  term. 

B.  Behavioral  Health 

Behavioral  health  services  funded  by  Short-Doyle  Medi-Cal,  State  Realignment  and 
other  designated  mental  health  funding  streams,  while  under  consideration  for  inclusion 
in  the  waiver  program,  have  not  been  incorporated  into  the  pro  forma  financial 
analysis.  The  County  has  only  recently  begun  its  managed  behavioral  health  program 
(i.e.,  the  San  Francisco  Mental  Health  Plan)  and  there  has  not  yet  been  time  to  learn 
how  the  new  system  will  affect  utilization  and  costs.  Regardless,  should  Short-Doyle 
services  later  be  incorporated  into  an  1115a  waiver,  it  is  assumed  that  the  associated 
dollars— whatever  their  level— would  remain  dedicated  to  behavioral  health  and  would 
not  be  shifted  to  physical  health.  The  outcome  of  any  physical  health  care  financial 
analysis  therefore  will  look  the  same  with  or  without  Short-Doyle. 

Certain  behavioral  health  services  that  are  not  currently  provided  through  the  Medi-Cal 
program,  or  are  provided  without  federal  financial  participation,  are  also  being 
considered  by  the  County  for  inclusion  in  the  waiver.  Specifically:  services  provided 

to  persons  aged  21  through  64  years  of  age  in  Institutions  for  Mental  Diseases  (IMDs) 
and  certain  psycho-social  rehabilitation  and  support  services.  The  County  currently 
spends  roughly  $15  million  per  year  for  IMD  services  for  County  residents. 

IMD  dollars  have  not  been  explicitly  added  to  the  pro  forma  analysis.  However,  if 
certain  uninsured  users  of  IMD  or  other  County-funded  psycho-social  services  were  to 
be  enrolled  in  a demonstration  waiver,  a portion  of  the  $15  million  could  be  applied 
toward  their  Title  XIX  coverage,  thereby  drawing  federal  financial  participation.  (See 
Part  Three  for  further  discussion  of  State/County  program  funding  sources.) 
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C.  Long  Term  Care 

Long  term  care  services,  other  than  hospice19,  have  been  excluded  from  the  pro  forma 
analysis,  since  the  populations  receiving  these  services  are  not  included  in  the  feasibility 
study.  The  excluded  services  consist  of  the  following: 

■ Nursing  facility  services 

■ ICF/MR  services 

■ Home-  and  Community-Based  Waiver  services 

■ OnLok  waiver  program  services 

■ MSPP 

■ Adult  day  health  care 

■ Administrative  days  in  acute  care  hospitals 

■ State  hospital  services 

Exhibit  4 on  the  next  page  summarizes  all  of  the  services  considered  for  the  waiver  and 
included  in  the  pro  forma  financial  analysis. 


19  Hospice  has  been  retained  because  of  the  potential  inclusion  of  persons  with  terminal  conditions  in  the 
waiver  program. 
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Exhibit  4 

Services  Included  in  the  Financial  Analysis 


Services 

■ Physician  Services 

■ Organized  Outpatient  Clinics 

■ County  Hospital 

■ Community  Hospital 

■ Pharmacy 

■ Dentist 

■ Optometrist 

■ Laboratory  Facility 

■ Podiatrist 

■ Chiropractor 

■ Home  Health  Agency 

■ Hemodialysis 

■ Rehabilitation  Facility 

■ Other  non-long  term  care 
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Section  6:  Evaluation  of  Financial  Feasibility 


A.  Background 

The  use  of  federal  matching  funds  to  support  an  expansion  of  coverage  under  an  1115a 
waiver  is  dependent  upon  the  State  and  County’s  ability  to  demonstrate  that  costs  can  be 
reduced  and  savings  achieved  by  making  changes  in  the  current  Medical  Assistance 
program.  The  “saved”  dollars,  then,  become  available  for  extending  health  coverage 
without  exceeding  the  total  expenditures  that  would  have  occurred  without  the  waiver. 

Most  states  that  have  implemented  eligibility  expansions  under  Section  1115a  waivers 
have  achieved  the  necessary  savings  by  transitioning  their  programs  from  fee-for- 
service  to  managed  care.  In  San  Francisco,  this  transition  has  already  occurred  for  the 
TANF  and  TANF-related  populations.  It  has  not,  however,  taken  place  on  a large 
scale  for  the  SSI  and  SSI-related  groups.  It  is  reasonable  to  expect  that  some  level  of 
savings  would  result  from  the  implementation  of  a managed  care  program  for  the  SSI 
population,  even  while  access  to  care  is  improved  for  these  individuals. 

B.  Administrative  Requirements 

Should  the  County  ultimately  proceed  with  an  1115a  demonstration,  it  will  have  to 
designate  an  administrator  for  the  program.  That  agency,  in  turn,  would  execute  an 
Inter-Governmental  Agreement  (IGA)  with  the  Single  State  Agency  responsible  for  the 
Medi-Cal  program  - the  California  Department  of  Health  Services.  The  IGA  would 
delineate  the  operational  responsibilities  of  the  State  and  County  in  implementing  and 
managing  the  program,  and  would  also  address  the  financial  obligations  of  each 
governmental  entity. 

The  administrator  would  likely  be  responsible  for  the  following  functions,  subject  to 
oversight  from  the  State: 

■ Contracting  with  prepaid  health  plans 

■ Contracting  with  primary  care  case  managers  (if  this  model  is  used—  see  next 
section) 

■ Contracting  with  other  providers  as  necessary 

■ Marketing  and  outreach 

■ Member  education  and  services 

■ Complaint  and  grievance  process 

■ Eligibility  determinations  for  expansion  populations 

■ Enrollment,  including  distribution  of  member  materials  and  ID  cards  for  expansion 
eligibles  not  served  through  prepaid  health  plans  (e.g.,  the  HIV  drug  program) 

■ Capitation/premium  ratesetting  (subject  to  final  state  and  federal  approval) 
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■ Establishing  enrollee  cost  sharing  levels  (premiums  and  copays)  for  expansion 
eligibles 

■ Collection  of  enrollee  premium  shares 

■ Benefit  package  design  for  the  expansion  populations 

■ Operational  auditing  and  oversight 

Administrative  costs  are  an  important  consideration  in  evaluating  the  desirability  of  any 
waiver  program.  However,  they  are  not  part  of  the  basis  on  which  HCFA  judges 
budget  neutrality;  the  neutrality  test  is  confined  to  medical  costs  only.  Accordingly,  the 
pro  forma  analysis  does  not  include  dollars  for  administration  in  its  “with  waiver” 
estimates. 

C.  Service  Delivery  Models  under  the  Demonstration  Waiver 

For  purposes  of  conducting  the  feasibility  analysis,  it  has  been  assumed  that  most 
TANF  and  TANF-related  populations  will  continue  to  receive  their  Medi-Cal  covered 
acute  care  benefits  through  capitated  managed  care  plans  subsequent  to  the 
implementation  of  any  demonstration  waiver  program.  It  has  further  been  assumed  that 
a small  number  of  TANF,  TANF-related,  and  Medically  Needy  recipients  will  continue 
to  receive  services  on  a fee-for-service  basis20.  Children  in  foster  care  placements  will 
also  remain  in  the  fee-for-service  program. 

The  feasibility  analysis  also  assumes  that  SSI  and  SSI-related  waiver  eligibles21  would 
be  mandatorily  enrolled  in  managed  care,  but  would  be  given  the  choice  of  joining 
either  a participating  managed  care  plan  or  enrolling  in  a primary  care  case 
management  (PCCM)  program.  In  the  latter  instance,  the  individual  would  be  linked  to 
a primary  care  provider  with  responsibility  for  delivering  basic  health  care  and  making 
referrals  as  appropriate.  The  PCCM  provider  could  be  capitated  for  primary  care22, 
while  other  care  would  continue  to  be  reimbursed  on  a fee-for-service  basis.  Under 
either  approach  -health  plan  or  PCCM-these  beneficiaries  would  be  served  through  a 
delivery  system  model  designed  to  ensure  coordination  of  services. 

Finally,  the  feasibility  analysis  assumes  that  the  seriously  mentally  ill  (SMI)  population, 
a group  sometimes  excluded  from  managed  care,  would  in  fact  be  part  of  the  waiver  for 
their  physical  health  care  services.  SMI  beneficiaries  would  not  necessarily  be  served 
solely  through  the  general  managed  care  system,  but  could  also  be  enrolled  in  a special 
Care  Coordination  Program  that  links  physical  and  behavioral  health  (Doyle)  services 
through  assignment  of  a Care  Coordination  Specialist  to  each  individual. 


' To  simplify  the  pro  forma  tables,  the  two  groups  are  grouped  together 
Waiver  eligibles  do  not  include  SSI  and  SSI-related  recipients  in  Nursing  Facilities  and  ICFs/MR,  or 
HCBS  Waiver  programs,  or  those  dually  eligible  for  Medicare. 

If  a relatively  small  number  of  individuals  elect  the  PCCM  option,  the  County  might  continue  to 
reimburse  providers  on  a fee-for-service  basis.  It  might  also  choose  to  capitate  larger  clinics  while 
reimbursing  private  physicians  fee-for-service. 
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The  Specialist  would  assist  SMI  beneficiaries  in  accessing  services,  promote  their 
understanding  of  the  inter-relationship  between  physical  and  behavioral  health  treatment 
regimens  and  assist  them  in  locating  other  supportive  services  in  the  community. 

Finally  the  Specialist  would  serve  as  a general  “ombudsman”  on  behalf  SMI  enrollees 
if  and  when  they  encounter  difficulty  in  using  the  health  care  system. 

The  SMI  population  has  not  been  evaluated  as  a distinct  group  within  the  larger  waiver 
population,  as  no  basis  exists  for  identifying  these  individuals  within  historical 
claims/eligible  data.  However,  their  physical  health  costs  are  fully  represented  within 
the  overall  financial  analysis. 

D.  Potential  Savings  from  Changes  in  the  Service  Delivery  System  and  Program 
Administration 


In  projecting  financial  feasibility  under  the  preliminary  budget  neutrality  analysis,  it  has 
been  assumed  that  savings  could  be  achieved  from  enrolling  the  SSI  and  SSI-related 
populations  into  some  form  of  managed  care  program.  The  amount  of  assumed  savings 
has  been  estimated  based  on  the  experience  of  other  states  in  converting  their  SSI  and 
SSI-related  populations  from  fee-for-service  to  managed  care.  The  financial  feasibility 
model  assumes  that  savings  would  occur  both  through  an  initial  one  time  reduction  in 
costs  at  the  time  of  program  start-up,  as  well  as  through  more  moderate  health  care 
inflation  in  subsequent  years.  It  also  has  been  assumed  that  both  effects  would  be  more 
pronounced  for  prepaid  health  plan  enrollees  than  those  enrolled  in  a more  limited 
primary  care  case  management  system.  Specifically: 

Model  Projected  Savings  vs  FFS 

Prepaid  Health  Plan  Enrollees:  5%  savings  vs  FFS  at  start-up 

1 % moderation  in  cost  trend 


PCCM  Enrollees: 


2%  savings  vs  FFS  at  start-up 
0.5%  moderation  in  cost  trend 


It  has  further  been  assumed  that  in  year  one  of  the  demonstration  25  % of  SSI  and  SSI- 
related  recipients  would  enroll  in  prepaid  health  plans  and  the  remainder  would  elect 
the  primary  care  case  management  option.  By  year  three  of  the  demonstration,  it  has 
been  assumed  that  the  split  across  programs  would  become  50-50,  as  acceptance  of  the 
health  plan  model  grows. 

All  of  the  above  assumptions  have  been  set  on  the  conservative  end  of  the  spectrum, 
with  respect  to  the  experience  of  other  programs.  In  established  programs,  such  as 
Arizona’s,  the  extent  of  savings  achieved  through  SSI  enrollment  has  been  far  in  excess 
of  the  percentages  adopted  here. 
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No  further  medical  savings  from  the  enrollment  of  TANF  and  TANF-related  recipients 
have  been  assumed  beyond  what  has  been  achieved  under  the  State’s  1915(b)  waiver 
through  the  implementation  of  managed  care.  When  a state  or  county  implements  an 
1115a  program  in  an  area  previously  covered  by  a 1915(b)  waiver,  HCFA  treats  the 
1915(b)  program  as  the  “without  waiver”  system  for  purposes  of  calculating  budget 
neutrality.  If  the  1115a  program  continues  along  at  the  same  cost  level  as  the  1915(b) 
program  (which  is  assumed  to  be  the  case  here  for  TANF),  HCFA  treats  the  conversion 
as  a “wash”,  with  no  recognizable  savings. 

While  the  financial  analysis  includes  no  TANF  medical  savings,  it  does  include,  in  each 
of  the  scenarios,  an  additional  1%  reduction  in  costs  for  all  enrollees— TANF  and 
SSI— attributable  to  administrative  efficiencies.  Specifically,  the  models  assume  that 
the  County  could  achieve  a small  reduction  in  administrative  costs  by  using  an 
administrator  to  perform  key  functions  including:  claims  processing,  encounter 
reporting,  quality  monitoring,  and  certain  utilization  management  and  member  services 
activities  for  the  comprehensive  provider  networks  enrolling  Medi-Cal  waiver  eligibles. 
The  reduced  costs  would  be  carried-through  in  the  form  of  lower  capitation  payments  to 
the  prepaid  health  plans.  (As  noted  above,  State/County  administrative  costs  are  not 
part  of  the  budget  neutrality  test;  therefore  administrative  savings  are  only  recognizable 
through  capitation  rate  reductions.) 

The  actual  potential  to  reduce  administrative  costs  through  the  introduction  of  a single 
system  for  program  administration  would  be  dependent  on  several  factors: 

■ The  precise  terms  and  conditions  under  which  the  State  and  HCFA  would  permit 
the  County  to  operate  the  program  in  this  manner 

■ Whether  or  not  managed  care  plans  operating  in  the  County  are  willing  to  contract 
on  a risk  basis  even  as  certain  administrative  functions  are  performed  by  another 
administrator 

■ Whether  the  County  could  actually  contract  with  a vendor  to  perform  these 
functions  for  less  than  the  combined  administrative  costs  of  the  two  current 
managed  care  contractors  (San  Francisco  Health  Plan  and  Blue  Cross) 

■ How  the  introduction  of  an  administrator  affects  the  level  of  expenditures  for 
medical  services  under  the  program  (e.g.,  does  shifting  certain  UM  functions  to  the 
third  party  administrator  result  in  higher  utilization  of  services  within  the  network, 
and  therefore  over  the  long  term  result  in  higher  costs) 

l or  purposes  of  the  pro  forma  analysis,  it  has  been  assumed  that  all  of  these  potential 
hurdles  would  be  successfully  overcome23. 


See  also  Pari  Three  of  the  report,  for  a discussion  of  the  County  Organized  Health  System  concept, 
and  its  appropriateness  within  an  1115a  demonstration  program. 
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E.  Inclusion  of  “ Hypothetical  ” Medi-Cal populations  under  the  Budget 
Neutrality  Analysis 

For  purposes  of  modeling  budget  neutrality,  the  cost  of  serving  working  parents  of  low 
income  children  covered  under  Title  XIX  and  higher  income,  uninsured  children  are 
included  in  both  the  “with”  and  “without”  waiver  budgets  for  the  Demonstration.  It  is 
estimated  that  approximately  4,000  parents  of  Medi-Cal  eligible  children  could  receive 
medical  assistance  under  Title  XIX  if  the  State  requested  and  received  approval  of  a 
State  Plan  Amendment  permitting  it  to  disregard  income  above  the  Medi-Cal  standard 
for  this  population.  (The  State  of  California  received  approval  of  an  amendment  to  its 
welfare  reform  waiver  that  eliminated  the  100  hour  work  rule  in  December  1995.)  The 
cost  of  these  parents,  on  a per  member  per  month  basis  has  been  assumed  to  be  roughly 
equal  the  cost  of  adult  TANF  enrollees  in  managed  care. 

It  is  further  estimated  that  approximately  10,000  uninsured  children  in  the  County 
reside  in  households  with  incomes  less  than  300%  of  the  federal  poverty  level24.  In 
developing  the  waiver  budget  neutrality  analysis  it  has  been  assumed  that  these  children 
could  be  covered  under  the  traditional  Medi-Cal  program  if  California  requested  and 
received  approval  for  their  inclusion  under  Section  1902  (r)  (2)  of  the  Social  Security 
Act. 

Accordingly,  in  evaluating  the  potential  financial  feasibility  of  a demonstration  waiver 
initiative  in  terms  of  expanding  coverage  to  certain  uninsured  persons,  the  cost  of  these 
two  categories  of  enrollees  is  reflected  in  both  with  and  without  waiver  budget  limits. 
The  pro  forma  analysis  projects  that  80%  of  the  “hypothetical”  population  eligible  for 
health  coverage  under  the  waiver  would  ultimately  enroll  in  the  program25. 

F.  Funding  Sources 

The  pro  forma  analysis  assumes  that  funding  for  the  1115a  demonstration  could  be 
drawn  from  three  primary  sources: 

■ Medi-Cal  expenditures  for  existing  populations 

■ Disproportionate  Share  Hospital  dollars 

■ SB  1255  dollars 


24  A portion  of  these  10,000  children  actually  qualify  for  Title  XIX  today,  but  are  not  enrolled  in  the 
program— specifically,  virtually  all  children  living  in  households  below  133%  of  FPL,  and  a segment  in 
households  between  133  and  200%  FPL.  To  the  extent  that  Healthy  Families  or  1115a  program  outreach 
efforts  lead  these  Medi-Cal  eligible  children  to  enroll,  they  would  not  be  considered  part  of  the 
“hypothetical”  group,  although,  for  simplicity  purposes,  they  are  presented  as  such  in  the  pro  forma 
models. 

25  The  participation  rate  for  Medicaid  nationally  is  approximately  70%.  It  is  assumed  that  San  Francisco, 
through  aggressive  outreach,  would  be  able  to  do  somewhat  better. 
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For  existing  Title  XIX  beneficiaries— TANF  and  SSI— the  historical  costs  associated 
with  their  care  become  the  baseline  for  “without”  and  “with”  waiver  projections.  The 
pro  forma  analysis  includes  all  of  the  costs  for  these  groups,  except  with  respect  to 
services  excluded  from  the  waiver,  namely  behavioral  health  and  long  term  care. 

The  analysis  also  assumes  that  one-half  of  San  Francisco  County’s  Disproportionate 
Share  Hospital  (DSH)  allotment  would  be  funneled  to  the  waiver  program,  in 
recognition  that  a portion  of  the  indigent  population  would  now  have  health  coverage. 
Because  DSH  dollars  already  are  matched  by  the  federal  government,  their  inclusion 
does  not  represent  any  new  net  funding  for  the  County,  but  rather  signifies  that  they  are 
now  to  be  used  to  partially  finance  the  eligibility  expansion. 

Finally,  the  analysis  assumes  that  a portion  of  SB1255  funds  devoted  to  health  care 
programs  would  become  available  to  help  fund  the  program.  Specifically,  these  dollars 
would  be  used  as  State/County  match  for  the  “hypothetical”  Medi-Cal  population, 
which,  even  though  it  appears  in  the  “without  waiver”  tables,  in  fact  represents  new 
dollars  for  both  the  State/County  and  federal  governments. 

DSH  dollars  appear  as  a separate  line  item  within  the  pro  forma  analysis.  SB1255 
dollars  do  not,  but  are  de  facto  represented  in  the  State/County  share  of  costs  shown  for 
hypothetical  aid  populations.  The  pro  forma  analysis  includes  two  variants  of  each 
scenario  - variant  “A”  shows  the  degree  of  expansion  that  could  be  achieved  if  no 
SB1255  dollars  are  committed  (i.e.,  the  expansion  is  funded  solely  through  savings 
achieved  in  converting  the  SSI  population  to  managed  care).  The  difference  in 
State/County  funding  between  the  “A”  and  “B”  variants  does,  in  fact,  represent  the 
SB  1255  contribution. 

Other  funds  currently  used  by  the  County  to  provide  health  care  services  to  the  indigent 
might  also  ultimately  become  part  of  State/County  match,  although  they  are  not 
represented  in  this  analysis.  For  example,  San  Francisco  County  currently  spends 
approximately  $2  million  per  year  for  children  eligible  for  the  California  Children’s 
Services  (CCS),  but  not  Medi-Cal.  If  these  children  become  eligible  for,  and  enroll  in, 
the  waiver  program,  a portion  of  these  funds  could  be  reallocated  as  the  State/County 
share  of  the  cost  of  their  health  coverage. 

Similarly,  San  Francisco  makes  a general  fund  allocation  of  $4-6  million  annually  for 
services  to  the  mentally  ill  and  chemically  dependent  (this  amount  represents  a specific 
unmatched  County  contribution  and  not  the  County’s  total  mental  health/chemical 
dependency  expenditures).  Should  the  eligibility  expansion  component  of  the  program 
result  in  the  enrollment  of  some  of  these  individuals,  then  a portion  of  their  behavioral 
health  funds  could  be  diverted  and  matched  under  the  waiver. 

In  addition,  the  potential  savings  achievable  through  administrative  efficiencies  (see 
Section  D above),  although  not  enormous,  could  be  used  to  further  enlarge  any 
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expansion.  And,  finally,  the  County  has  the  option  to  impose  some  modest  level  of  cost 
sharing,  in  the  form  of  co-payments  for  example,  on  the  expansion  population.26 

The  pro  forma  financial  analysis  includes  an  estimate  of  the  total  dollars  obtainable 
from  all  of  these  various  sources. 

G.  Summary  of  Assumptions 

Exhibit  Five  on  the  next  page  summarizes  the  key  assumptions  made  for  each 
population  included  in  the  pro  forma  analysis.  Some  of  these  assumptions,  e.g., 
eligibility  growth  rates  and  medical  inflation  trend  factors,  are  discussed  at  greater 
length  in  Part  Two. 


26  The  total  dollars  involved  would  be  relatively  small  and  so  are  not  accounted  for  in  the  pro  forma 
tables. 
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PART  II: 


PRO  FORMA  FINANCIAL  ANALYSIS 


Section  1:  Overview 

A.  Historical  Data 

The  pro  forma  financial  analysis  has  been  conducted  in  three  stages.  In  the  first  stage, 
historical  claims  and  eligibility  data  obtained  from  the  Department  of  Health  Services 
has  been  used  to  develop  a cost  profile  of  the  existing  San  Francisco  Medi-Cal 
program.  Specifically,  data  for  calendar  years  1995  - 1997  have  been  analyzed  to 
determine: 

■ Numbers  of  eligibles  (beneficiaries)  and  eligible  months,  by  aid  category  (TANF, 
SSI) 

■ Total  medical  expenditures,  by  category  of  service 

■ Per  eligible/per  month  medical  expenditures  (the  basis  for  establishing  per  capita 
budget  neutrality  limits) 

B.  “Without  Waiver”  Projections 

In  stage  two  of  the  analysis,  the  historical  data  has  been  projected  forward  through  the 
year  2004.  Section  1115a  waivers  are  granted  for  a five-year  period  and  it  has  been 
assumed  that  the  earliest  any  waiver  program  could  be  implemented  would  be  federal 
fiscal  year  2000  (October  1999  - September  2000).  The  waiver’s  lifetime,  therefore, 
would  cover  the  years  2000  - 2004. 

The  projections  at  this  point  are  made  absent  an  1115a  demonstration,  so  that  a 
“without  waiver”  budget  limit  could  be  calculated.  This  limit  would  represent  the 
maximum  dollars,  in  aggregate  across  the  five  years,  for  which  federal  financial 
participation  would  be  available. 

In  making  the  “without  waiver”  projections,  it  has  been  assumed  that  the  following 
would  occur: 

■ The  number  of  TANF  and  related  eligibles  would  decline,  continuing  a trend 
observed  in  the  historical  data,  although  the  rate  of  decline  would  moderate 
somewhat  from  what  has  occurred  in  the  past  few  years 

■ The  number  of  SSI  and  related  eligibles  would  continue  to  grow  at  a rate  equal  to 
what  occurred  in  the  years  1995  - 1997 
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■ Annual  medical  inflation  for  the  TANF  population  would  run  at  3.8  percent,  while 
inflation  for  the  SSI  population  would  run  at  9.7  percent.  The  SSI  figure  represents 
the  inflation,  or  “trend”  factor  negotiated  with  HCFA  for  the  LA  Care  waiver. 

The  TANF  figure  represents  the  amount  of  the  rate  increase  awarded  in  State  Fiscal 
Year  1998  to  the  two  health  plans  serving  the  San  Francisco  TANF  population 

In  addition  to  projecting  eligibles  and  costs  for  the  TANF  and  SSI  populations,  the 
“without  waiver”  tables  also  include  projections  for  the  two  “hypothetical”  Medi-Cal 
groups,  1902(r)(2)  children  and  1931(b)  adults.  As  previously  discussed,  it  would  be 
San  Francisco’s  proposal  to  HCFA  that  both  groups  be  recognized  as  coverable  without 
a waiver,  and  therefore  appropriate  for  displaying  in  the  “without  waiver”  analysis. 

Estimates  regarding  the  size  of  the  two  populations,  in  terms  of  eligibles,  have  been 
derived  from  a report  prepared  by  Andrew  Bindman,  M.D.  in  December  1997  and 
provided  to  the  Pacific  Health  Policy  Group  by  the  City/County  Health  Department. 
The  cost  of  the  1902(r)(2)  children  has  been  assumed  to  be  equivalent  to  their  Healthy 
Families  counterparts,  and  set  accordingly27.  The  cost  of  the  1931(b)  adult  population 
has  been  set  equal  to  their  TANF  counterparts. 

Finally,  the  “without  waiver”  tables  include  a line  item  for  Disproportionate  Share 
Hospital  dollars.  The  figures  shown,  which  were  furnished  by  the  Department  of 
Public  Health,  represent  San  Francisco’s  historical  and  projected  net  allotment. 

C.  “With  Waiver ” Projections 

In  stage  three  of  the  analysis,  the  historical  data  was  again  projected  forward  through 
2004,  but  this  time  under  an  1115a  waiver.  The  “with  waiver”  tables  as  a group  differ 
from  the  “without”  in  one  important  respect  - all  assume,  regardless  of  the  scenario 
being  tested,  that  medical  costs  will  be  reduced  in  the  first  year  of  the  program  and  will 
then  grow  at  a more  moderate  rate  (see  Part  Two,  Section  6).  The  dollars  saved 
through  lower  inflation,  coupled  with  the  costs  of  the  “hypothetical”  populations,  serve 
as  the  basis  for  funding  an  eligibility  expansion  under  the  waiver. 

The  pro  forma  analysis  contains  a variety  of  expansion  scenarios,  each  of  which 
documents  the  per  member  per  month  (PMPM)  cost  of  the  targeted  group,  estimates 
their  size,  and  then  projects  the  number  who  could  be  covered.  Each  scenario  is 
presented  in  two  variants  - a “pay  as  you  go”  version,  in  which  expansion  is  funded 
solely  through  the  SSI  managed  care  savings,  administrative  savings,  and  DSH  dollars, 
and  a more  aggressive  version,  in  which  one-half  of  San  Francisco’s  SB1255  funds 
($8.5  million)  are  used  as  State/County  match  to  cover  additional  lives. 


27  Some  portion  of  the  1902(r)(2)  population  actually  will  qualify  for  regular  Medi-Cal  and  would 
therefore  be  enrolled  at  TANF  rates.  For  ease  of  analysis,  however,  the  entire  population  has  been 
treated  here  as  part  of  the  Healthy  Families  program,  in  terms  of  PMPM  costs  and  federal  financial 
participation  rate. 
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There  are  a total  of  four  scenarios  presented,  specifically: 

1 . Expand  coverage  to  the  general  (“normal  risk”)  adult  uninsured  population, 
beginning  with  persons  below  100%  of  the  federal  poverty  level  (FPL)  and 
continuing  (as  funds  permit)  up  to  300%  FPL 

2.  Introduce  “Day  One”  protease  inhibitor  drug  therapy  coverage  for  persons 
with  HIV/ AIDS,  who  could  be  classified  as  “underinsured”  with  respect  to  this 
treatment  (i.e.,  insured  persons  with  limited  or  no  drug  benefits).  Devote  a portion 
of  the  expansion  dollars  to  this  group,  while  continuing  to  set  aside  the  remainder 
for  the  general  adult  uninsured  population 

3.  Introduce  comprehensive  insurance  coverage  for  persons  with  AIDS,  who  are 
uninsured.  Because  of  the  AIDS  population’s  high  relative  cost,  devote  all 
expansion  dollars  to  this  group  so  that  a meaningful  number  can  be  covered. 

4.  Expand  coverage  to  the  general  adult  uninsured  population,  but  also  target 
persons  with  high  medical  needs  (individuals  with  significant  pre-existing  medical 
conditions,  including  AIDS) 

The  four  scenarios  are  not  mutually  exclusive.  The  hypothetical  populations  are  part  of 
all  four,  and  three  of  the  four  include  some  number  of  “normal  risk”  uninsured  adults 
(the  exception  being  scenario  3).  Ultimately,  San  Francisco  also  could  choose  to  adopt 
some  combination  of  two  or  more  scenarios. 

Each  scenario  is  presented  below  in  Section  4,  in  the  form  of  a one  page  narrative, 
followed  by  a table  documenting  financial  analysis  results. 
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Section  2:  Historical  Data  Tables 


Historical  data  for  San  Francisco  is  presented  in  the  following  tables: 

This  table  contains  summary  cost  data,  segmented  by  Medi-Cal  aid  category, 
for  calendar  years  1995  - 1997.  Data  for  TANF,  Families,  and  Aged 
populations  is  included  for  informational  purposes  only,  as  the  first  two 
groups  will  have  equal  costs  with  or  without  an  1115a  waiver  (as  they  are 
already  enrolled  in  managed  care)  and  the  third  group  would  not  be  part  of 
the  waiver.  The  summary  SSI  data  is  presented  in  greater  detail  in  the  tables 
that  follow  (see  below). 

Table  2 - Service  Costs  for  Blind/Disabled  SSI 

This  table  presents  detailed  information  on  the  number  of  blind  and  disabled 
non-aged  SSI  eligibles/eligible  months  in  San  Francisco,  their  fee-for-service 
medical  costs,  by  category-of-service,  and  their  resultant  per  eligible  per 
month  costs  (1995  - 1997).  The  1997  data  includes  a “bottom  line 
adjustment”  to  remove  estimated  acute  care  costs  incurred  by  the  long  term 
care  population  (these  persons  were  part  of  the  summary  claims  data  supplied 
by  the  State).28 

Table  3 - Trends  for  Physician,  Hospital,  and  Clinic  Services 

This  table  contains  a summary  of  the  1995  - 1997  data,  for  the  major 
categories  of  service  contributing  to  medical  costs  for  the  SSI  population. 

Table  4 - Estimated  Uninsured 

Table  4 contains  an  estimate  of  the  number  of  uninsured  in  San  Francisco  in 
1997,  segmented  by  age,  gender,  income  level,  and  employment  status.  The 
estimates  serve  as  the  basis  for  projecting  the  number  of  persons  who  will  be 
eligible  under  the  various  insurance  expansion  scenarios  described  in  Section 
Four  below. 


28  As  previously  discussed,  all  institutional  long  term  care  expenditures  (NF,  ICF/MR  etc.)  were 
removed  from  the  data  prior  to  performing  the  analysis.  Acute  care  costs  for  the  long  term  care 
population  were  estimated  and  removed  through  the  bottom  line  adjustment  in  the  following  manner: 
information  was  obtained  from  the  County  on  the  average  PMPM  acute  care  costs  of  long  term  care 
recipients-$410.  This  PMPM  value  was  multiplied  by  the  number  of  long  term  care  recipients  estimated 
to  be  represented  in  the  data  (based  on  the  reported  number  of  long  term  care  users  of  institutional  care), 
and  the  resultant  amount  was  subtracted  from  the  database  before  calculating  a final  PMPM  value  for  the 
non-LTC  SSI  population. 
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including  long-term  care . 

(2)  Calculation  based  upon  average  annual  change  from  1995  to  1996  and  to  1997. 

(3)  Drop  in  TAN F months,  users,  etc.  reflective  of  migration  of  TANF  population  from  FFS  to  managed  care  in  1997. 

(4)  Estimated  individual  eligibles  do  not  tie  to  the  BD/SSI  eligibles  reported  in  Table  5.  Table  5 eligibles  includes  a reduction  ofLTC  users 
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Source:  Department  of  Health  Services  (DHS)  Medi-Cal  Services  and  Expenditures  Month  of  Payment  Report  for  January  to  December,  1 995  to  1 997. 
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San  Francisco  County  Estimate  of  Health  Insurance,  Andrew  Bindman,  M.D.,  December  1997. 


Section  3: 


‘Without  Waiver”  Projections 


Tables  5-7  project  Medi-Cal  eligible  and  expenditures  trends  in  San  Francisco  through 

2004,  absent  an  1115a  waiver.  Specifically: 

Table  5 - Eligibles  and  Eligible  Months  Absent  the  Waiver 

This  table  projects  the  number  of  eligibles  and  eligible  months  for  each  year 
through  2004.  The  table  includes  data  for  the  two  hypothetical  Title  XIX 
populations— 1902(r)(2)  children  and  1931(b)  adults— because  San  Francisco 
would  propose,  as  part  of  any  waiver  submission,  that  these  persons  could 
have  been  covered  absent  a waiver.  Their  costs,  therefore,  also  should  be 
part  of  the  pool  of  dollars  upon  which  the  budget  neutrality  limit  would  be 
based.  The  table  also  includes  CHIP  eligibles  and  Medi-Cal  eligible  children 
below  100%  FPL  who  would  be  expected  to  enroll  in  Title  XIX  as  the  result 
of  State/County  outreach  efforts. 

Table  6-  Per  Member  Per  Month  Expenditures  Absent  the  Waiver 

Table  6 presents  the  monthly  per  capita  costs  projected  for  each  Title  XIX 
group  through  2004.  These  costs,  multiplied  by  the  projected  eligible 
months,  yield  the  total  medical  expenditure  dollars  available  in  the  budget 
neutrality  pool  (presented  in  Table  7;  see  below). 

Table  7 - Total  Expenditures  Absent  the  Waiver 

Table  7 presents  total  projected  expenditures— medical  plus  disproportionate 
share  hospital— for  each  year  through  2004,  as  well  the  aggregate  projection 
for  2000  - 2004.  The  aggregate— which  stands  at  $1,106  billion— is 
important  because  HCFA  measures  budget  neutrality  over  the  lifetime  of  a 
waiver,  and  not  on  a year-by-year  basis.  That  is,  a program  can  operate  with 
a budget  neutrality  “deficit”  for  one  or  more  years,  so  long  as  it  ultimately 
comes  into  financial  balance  across  all  five  years. 
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Total  Expenditures  (PM PM  x Eligible  Months)  (1) 


(1)  1997  and  1998  expenditures  are  calculated  using  the  same  methodology  applied  for  the  waiver  projection. 

These  data  do  not  reflect  actual  expenses. 

(2)  100%  of  Disproportionate  Share  Hospital  funds  are  included.  50%  will  be  allocated  to  fund  expansion  population  under 
the  waiver  and  50%  will  be  allocated  in  accordance  with  the  current  methodology. 


Total  Expenditures  (PMPMx  Eligible  Months) 
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(1)  100%  of  Disproportionate  Share  Hospital  funds  are  included.  50%  will  be  allocated  to  fund  expansion  population  under 
the  waiver  and  50%  will  be  allocated  in  accordance  with  the  current  methodology. 


Section  4: 


With  Waiver”  Projections 


The  tables  in  this  section  present  eligible  and  expenditure  projections  for  each  of  the 
“with  waiver”  scenarios  that  San  Francisco  is  considering.  The  scenario  each  are 
accompanied  by  a detailed  narrative  description  of  their  design  and  expected  results. 

Table  8 - Eligibles  Under  the  Waiver 

This  table  re-states  the  eligible  and  eligible  months  data  presented  in  Table  5, 
for  the  traditional  Medi-Cal  populations  (including  the  two  hypothetical 
groups).  It  differs  from  Table  5 only  in  that  the  SSI  population  is  now  shown 
as  enrolled  in  two  managed  care  models— prepaid  health  plans  and  primary 
care  case  management. 

The  information  provided  in  Table  8 serves  as  a consistent  eligibles  base  for 
each  of  the  expansion  scenarios.  As  it  shows,  a projected  8,200  1902(r)(2) 
children  and  3,900  1931(b)  adults  would  be  covered,  regardless  of  the 
scenario  chosen.  The  scenarios  differ  with  respect  to  what  additional 
populations  become  covered  through  the  waiver. 

Table  9 - Per  Member  Per  Month  Expenditures  Under  the  Waiver 

Table  9 re-states  the  monthly  per  capita  costs  projected  for  each  Title  XIX 
group  through  2004.  It  differs  from  Table  6 in  that  the  PMPM  costs  have 
been  reduced  to  account  for  efficiencies  achieved  under  managed  care.  (See 
Part  Two  - Section  6 for  a discussion  of  projected  PMPM  costs  with  and 
without  the  waiver.) 

Table  10  -Total  Expenditures  Under  the  Waiver  (Pre-Expansion) 

Table  10  presents  total  projected  expenditures  for  each  year  through  2004,  as 
well  as  the  aggregate  projection  for  2000  - 2004.  The  difference  between  the 
Table  10  aggregate  amount—  $1,030  billion— and  the  Table  7 aggregate 
amount-$  1.106  billion— is  $76  million  ($71  million  due  to  medical  savings 
plus  $5  million  from  administrative  streamlining).  This  constitutes  the  total 
dollars  available  to  fund  an  eligibility  expansion  with  federal  participation. 

Table  1 1 -Comparison  of  Expenditures  Absent  and  Under  the  Waiver 

Table  11  provides  a side-by-side  comparison  of  the  aggregate  expenditures 
from  tables  7 and  10,  as  well  as  the  federal,  State,  and  County  shares.  The 
division  between  federal  and  State/County  is  approximately  50-50,  with  the 
federal  portion  exceeding  the  State/County  share  slightly,  due  to  anticipated 
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enhanced  federal  financial  participation  for  CHIP  enrollees.29  The  County- 
specific  financial  contribution  is  for  the  hypothetical  population,  whose 
enrollment  would  require  new  dollars,  even  they  it  is  represented  in  the 
“ without  waiver”  estimates. 


29  Permission  to  claim  enhanced  match  will  have  to  be  obtained  from  HCFA,  as  part  of  the  negotiations 
over  waiver  terms  and  conditions. 
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City  and  County  of  San  Francisco 

Waiver  Concept  Paper 

Annualized  Eligibles  under  the  Waiver 
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Waiver  Period  Projection:  2000  to  2004 
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City  and  County  of  San  Francisco 
Waiver  Concept  Papa- 
Expenditures  unda  the  Waiva 
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Sources: 

Mainstream  and  PHP  Capitation  Payment  Summary  Reports,  Medi-Cal  Managed  Care  Division,  Department  of  Health  Services. 
Healthy  Families  State  Plan  Summary,  California  Department  of  Health  Services. 

Month  of  Payment  Reports,  1995  to  1997. 
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Scenario  1:  Expand  Coverage  to  the  General  (“normal  risk”)  Adult  Uninsured 

Population 


Description 

Under  this  scenario,  the  County  would  expand  coverage  to  uninsured  adults  outside  of 
the  1931(b)  population.  Enrollment  priority  would  be  set  on  the  basis  of  income. 
Specifically,  the  expansion  would  be  applied  to  the  following  “normal  risk”  population 
segments,  in  descending  order,  until  funds  are  exhausted: 

1.  Adults  living  in  households  below  100%  FPL 

2.  Adults  living  in  households  between  100  - 199%  FPL 

3.  Adults  living  in  households  between  200%  - 299%  FPL 

Assumptions 

The  model  assumes  that: 

■ 80%  of  the  eligible  population  would  choose  to  enroll  in  the  program.  This  level  of 
enrollment  is  shown  as  being  achieved  immediately  in  year  1 , although  in  reality 
some  type  of  phase-in,  or  “ramping-up”  period  is  likely  to  be  necessary. 

■ PMPM  costs  for  this  population  would  be  equal  to  the  PMPM  costs  established  by 
the  Mayor’s  Blue  Ribbon  Committee  (HIPC  adult  preferred  rate  ($144.74  in  1998)). 

Variants 

There  are  two  variants  to  Scenario  1.  The  first— Scenario  1 A— shows  the  expansion 
being  funded  solely  through  savings  generated  by  converting  the  SSI  population  to 
managed  care.  The  second— Scenario  IB— adds  $8.5  million  in  SB  1255  funding. 

Results 

The  tables  on  the  next  two  pages  show  the  results  of  the  two  expansion  variants.  Under 
1A,  in  the  first  year  of  the  waiver,  the  City/County  would  be  able  to  offer  coverage  to 
8,200  children  and  16,500  adults  (including  the  1902(r)(2)  and  1931(b)  groups).  The 
8,200  figure  represents  64%  of  all  uninsured  children  under  300%  FPL,  while  the 

16.500  figure  represents  14%  of  all  uninsured  adults.  (The  8,200  children  also  would 
be  enrolled  under  scenarios  2-4,  although  they  are  not  discussed  within  them;  instead 
the  remaining  scenarios  discuss  how  the  adult  enrolled  population  varies.) 

Under  IB,  the  City /County  would  be  able  to  offer  coverage  to  8,200  children  and 

24.500  adults.  The  24,500  figure  represents  21%  of  all  uninsured  adults. 
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City  and  County  of  San  F 


using  the  HIPC  Preferred  capitation  rate  projected  to  1999/2000  of  $155.95  (1998  estimate  of  $144. 74  inflated  by  3.8% 


Expansion  Based  on  FPL  - Scenario  1A 

No  SB  1255  Funds/S  23.5M  Available  for  Expansion 
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Notes/Source: 

(1)  3,992  of  the  Adults  in  the  <100%  of  FPL  group  are  the  1931(b)  population 

San  Francisco  County  Estimate  of  Health  Insurance,  Andrew  Bindman,  M.D.,  December  1997. 


Scenario  2:  Introduce  “Day  One”  Protease  Inhibitor  Drug  Therapy  Coverage  for 

Persons  with  HIV/AIDS 


Description 

Under  this  scenario,  the  County  would  offer  day  one  protease  inhibitor  drug  therapy 
coverage  to  individuals  with  HIV /AIDS,  who  either  lack  any  health  insurance  or  whose 
insurance  benefit  excludes  or  restricts  prescription  drugs. 

The  first  25%  of  expansion  dollars  would  be  devoted  to  Protease  inhibitor  coverage. 
The  remaining  75%  would  then  be  applied  to  the  following  “normal  risk”  population 
segments,  in  descending  order,  until  funds  are  exhausted: 

1.  Adults  living  in  households  below  100%  FPL 

2.  Adults  living  in  households  between  100  - 199%  FPL 

3.  Adults  living  in  households  between  200%  - 299%  FPL 


The  model  assumes  that: 

■ 80%  of  the  eligible  population  would  choose  to  enroll  in  the  program.  This  level  of 
enrollment  is  shown  as  being  achieved  immediately  in  year  1 , although  in  reality 
some  type  of  phase-in,  or  “ramping-up”  period  is  likely  to  be  necessary. 

■ PMPM  costs  for  protease  inhibitors  for  this  population  would  be  $863  per  month  in 
year  1,  and  would  increase  at  an  annual  rate  of  15%. 

Variants 

There  are  two  variants  to  Scenario  2.  The  first— Scenario  2 A— shows  the  expansion 
being  funded  solely  through  savings  generated  by  converting  the  SSI  population  to 
managed  care.  The  second— Scenario  2B— adds  SB  1255  funding. 

Results 

The  tables  on  the  next  two  pages  show  the  results  of  the  two  expansion  variants.  Under 
2A,  in  the  first  year  of  the  waiver,  the  City/County  would  be  able  to  offer  coverage  to 
566  individuals  with  HIV/AIDS,  or  an  estimated  12%  of  the  total  eligible  population. 
Under  2B,  the  City/County  would  be  able  to  offer  coverage  to  772  individuals,  or  17% 
of  the  total  population. 
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Under  both  scenarios,  the  City/County  also  would  be  able  to  enroll  a portion  of  the 
uninsured  “normal  risk”  adult  population,  although  fewer  individuals  than  in  Scenario 
1. 
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City  and  County  of  San  Francisco 

Expansion  for  HIV/AIDS  "Day  One"  Program  - Scenario  2A 

No  SB1255  Funds/$23.5M  Available  for  Expansion 


(I)  25%  of funds  available  to  Expansion  Population 


City  and  County  of  San  Francisco 

Waiver  Year:  2000 


82 


(1)  3,992  of  the  Adults  in  the  <100%  of  FPL  group  are  the  1931(b)  population. 

(2)  "Day  One"  covered  individuals  are  not  included  in  Waiver  Expansion  group  as  they  will  not  receive  comprehensive 
insurance  coverage.  To  estimate  the  total  number  of  affected  individuals,  add  566  "Day  One"  covered  individuals 

to  the  Total  Expansion  individuals. 


Scenario  3:  Introduce  Comprehensive  Insurance  Coverage  for  Persons  with 

AIDS 


Description 

Under  this  scenario,  the  County  would  offer  comprehensive  medical  coverage  to 
uninsured  individuals  with  AIDS.  Because  of  the  high  cost  associated  with  covering 
these  individuals,  the  entire  expansion  pool  would  be  spent  on  enrollees  with  AIDS,  no 
funds  would  be  reserved  for  expanding  coverage  to  uninsured  “ normal  risk”  adults 
beyond  the  1931(b)  hypothetical  population. 

Assumptions 

The  model  assumes  that: 

■ 80%  of  the  eligible  population  would  choose  to  enroll  in  the  program.  This  level  of 
enrollment  is  shown  as  being  achieved  immediately  in  year  1 , although  in  reality 
some  type  of  phase-in,  or  “ramping-up”  period  is  likely  to  be  necessary. 

■ PMPM  costs  for  this  population  would  be  approximately  $2,000  per  month  in  year 
1,  and  would  increase  at  an  annual  rate  of  15%  for  the  prescription  component  and 
3.8%  for  all  other  services. 

Variants 

There  are  two  variants  to  Scenario  3.  The  first— Scenario  3 A— shows  the  expansion 
being  funded  solely  through  savings  generated  by  converting  the  SSI  population  to 
managed  care.  The  second— Scenario  3B— adds  SB1255  funding. 

Results 


The  tables  on  the  next  two  pages  show  the  results  of  the  two  expansion  variants.  Under 
3A,  the  City/County,  in  the  first  year  of  the  waiver,  would  be  able  to  offer  coverage  to 
977  uninsured  individuals  with  AIDS,  or  an  estimated  41%  of  the  total  eligible 
population.  Under  3B,  the  City/County  would  be  able  to  offer  coverage  to  1,603 
individuals,  or  67%  of  the  total  population. 
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Expansion  for  AIDS  Uninsured  - Scenario  3A 
No  SB1255  Funds/$23.5M  Available  for  Expansion 
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(1)  3,992  of  the  Adults  in  the  <100%  of  FPL  group  are  the  1931(b)  population.  For  reporting  purposes, 
all  HIV/AIDS  Uninsured  individuals  accounted  for  in  the  <100%  FPL  income  band. 


Scenario  4:  Expand  Coverage  to  the  General  Adult  Uninsured  Population,  but 

also  Target  Persons  with  High  Medical  Deeds 


Description 

Under  this  scenario,  the  County  would  establish  a program  to  expand  health  care 
coverage  to  uninsured  persons,  specifically  targeting  and  prioritizing  those  with  high 
medical  needs.  This  scenario  assumes  that  25%  of  those  enrolling  will  be  essentially 
medically  uninsurable.  The  remainder  would  be  “normal  risk” . 

Enrollment  priority  would  be  set  on  the  basis  of  income  and  age.  Specifically,  the 
expansion  would  be  applied  to  the  following  population  segments,  in  descending  order, 
until  funds  are  exhausted: 

1.  Adults  living  in  households  below  100%  FPL 

2.  Adults  living  in  households  between  100  - 199%  FPL 

3.  Adults  living  in  households  between  200%  - 299%  FPL 

Assumptions 

The  model  assumes  that: 

■ 80%  of  the  eligible  population  would  choose  to  enroll  in  the  program.  This  level  of 
enrollment  is  shown  as  being  achieved  immediately  in  year  1 , although  in  reality 
some  type  of  phase-in,  or  “ramping-up”  period  is  likely  to  be  necessary. 

■ PMPM  costs  for  the  high  needs  population  would  be  equal  to  the  PMPM  costs  of 
California’s  MRMIP  program. 

Variants 

There  are  two  variants  to  Scenario  4.  The  first— Scenario  4 A—  shows  the  expansion 
being  funded  solely  through  savings  generated  by  converting  the  SSI  population  to 
managed  care.  The  second— Scenario  4B— adds  SB  1255  funding. 
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Results 


The  tables  on  the  next  two  pages  show  the  results  of  the  two  expansion  variants.  Under 
4A,  the  City /County,  in  the  first  year  of  the  waiver,  would  be  able  to  offer  coverage  to 
2,700  adults  with  high  medical  needs  and  8,200  “normal  risk”  adults,  for  a combined 
total  of  13%  of  the  uninsured  adult  population.  Under  4B,  the  City/County  would  be 
able  to  offer  coverage  to  3,700  high  medical  needs  individuals  and  11,100  “normal 
risk” , or  16%  of  the  total  population. 
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City  and  County’  of  San  Fi 
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Expansion  for  High  Needs  Uninsured  - Scenario  4A 
No  SB1255  Funds/$23.5M  Available  for  Expansion 
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(1)  3,992  of  the  Adults  in  the  <100%  of  FPL  group  are  the  1931(b)  population. 


PART  III:  RELATED  ISSUES 


The  pro  forma  analysis  in  Part  Two  focused  on  the  financial  feasibility  of  using  a 
Section  1 1 15a  waiver  to  advance  San  Francisco’s  health  reform  objectives.  Two 
related  issues  that  were  beyond  its  scope— but  are  of  great  importance  to  the  County— 
concern  whether  a waiver  program  could  be  developed  under  a County  Organized 
Health  System  model  and  whether  it  could  include  specific  provisions  to  protect  or  even 
strengthen  the  County’s  safety  net  provider  system.  Both  issues  are  discussed  below. 

County  Organized  Health  System 

San  Francisco  is  interested  in  implementing  a County  Organized  Health  System 
(COHS)  similar  to  several  others  operating  in  the  State.  In  order  to  be  able  to  do  so, 
the  County  would  have  to  receive  Congressional  approval,  as  the  number  of  COHS 
programs  is  capped  under  current  federal  law.  A bill  to  expand  the  number  of  COHS’s 
was  introduced  during  the  104th  Congress,  but  failed  to  pass. 

The  Demonstration  Waiver  could  be  designed  to  operate  in  a manner  similar  to  a 
COHS  for  those  populations  included  in  the  1115a  initiative.  The  County  could 
establish  an  administrative  structure  which  operates  as  the  San  Francisco  Health  Care 
Authority,  through  which  all  waiver  eligibles  are  enrolled  in  various  types  of  managed 
care  programs  including,  in  some  instances,  managed  fee-for-service.  The  County 
would  be  responsible  for  administering  the  program  and  ensuring  the  delivery  of  all 
services  covered  under  the  waiver  for  demonstration  eligibles. 

In  fulfilling  its  responsibilities,  the  County  could  enter  into  contractual  arrangements 
with  a variety  of  providers  and  provider  organizations,  including  prepaid  health  plans, 
community  health  centers  (under  a fee-for-service  or  partial  capitation  arrangement), 
private  physicians,  hospitals,  and  a pharmacy  benefit  management  firm.  The  Authority 
might  also  arrange  for  the  provision  of  certain  services,  such  a behavioral  health  care, 
through  new  or  existing  County-sponsored  programs. 

HCFA  would  be  concerned  about  preservation  of  enrollee  choice  under  a single  health 
care  authority  model.  However,  if  a range  of  service  delivery  options  are  available, 
including  choice  of  primary  care  provider  for  HMO  enrollees,  it  should  be  possible  to 
demonstrate  that  adequate  choice  exists. 
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Safety  Net  Providers 


In  its  deliberations,  the  Waiver  Planning  Committee  has  expressed  a strong  concern  that 
any  Demonstration  Waiver  program  developed  must  include  protections  for  the 
County’s  safety  net  delivery  system.  The  pro  forma  analysis  did  not  address  this  issue 
per  se.  However,  the  analysis  does  include  disproportionate  share  hospital  dollars  as  a 
major  funding  source,  dollars  that,  in  the  current  program,  accrue  to  the  safety  net 
system. 

Because  these  dollars  serve  to  partially  fund  the  expansion,  it  can  be  argued  that  steps 
should  be  taken  to  re-direct  some  or  all  of  these  funds  back  to  the  safety  net  system. 

The  waiver  could  be  designed  to  do  so,  in  any  of  several  ways.  Specifically,  the 
County  could: 

1 . Require  the  enrollment  of  the  expansion  population  into  managed  care  plans  whose 
networks  include  providers  designated  by  the  County  as  “safety  net  providers” . 

The  County  could  further  require  that  this  new  category  of  eligibles  use  the  plan’s 
“sub-network”  of  safety  net  providers  when  obtaining  covered  health  care  services. 
Other  network  providers  could  only  be  accessed  if  a safety  net  provider  made  the 
referral. 

2.  Enroll  the  expansion  population  into  a managed  care  system  whose  network  is 
exclusively  comprised  of  providers  designated  as  safety  net  providers. 

3.  Enroll  the  expansion  population  into  a primary  care  case  management  program, 
comprised  of  safety  net  clinics.  Each  enrollee  would  designate  a center  as  his/her 
primary  care  delivery  site.  The  center  would  serve  as  the  gatekeeper,  making  all 
other  referrals  for  specialty,  ancillary,  and  inpatient  services  on  behalf  of  the 
enrollee. 

All  three  options  result  in  disparities  between  the  degree  of  choice  offered  to  the 
traditional  Medi-Cal  population  and  those  in  the  expansion  group.  However,  if  the 
preservation  of  the  safety  system  is  at  stake,  this  may  be  considered  an  appropriate 
trade-off. 

In  terms  of  payments  to  safety  net  providers,  the  waiver  program  could  also  provide  for 
enhanced  levels  of  reimbursement.  The  enhanced  payment  could  be  in  the  form  of  a 
higher  capitation  rate  to  the  community  health  centers,  or  a fee-for-service  payment 
add-on.  It  is  important  to  remember,  however,  that  any  enhanced  reimbursement  to 
safety  net  providers  would  have  to  be  accommodated  under  the  waiver  budget  neutrality 
cap,  to  be  eligible  for  federal  financial  participation. 
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APPENDIX 

Revised:  November  30, 1998 


MEDICAID  1115  WAIVER  PLANNING 
FEASIBILITY  ANALYSIS  PHASE 

I.  FEASIBILITY  ANALYSIS  ISSUES/  SUBCOMMITTEE 
FINDINGS/  POLICY  DIRECTIVES 

II.  ISSUES  TO  BE  RESOLVED/  SUBCOMMITTEE  ADDRESSING 

The  following  pages  summarize  Medicaid  1115  Waiver  Planning  Subcommittee  findings 
and  policy  directive  recommendations  specifically  related  to  questions  posed  by  the 
consultant.  Pacific  Health  Policy  Group,  to  obtain  guidance  in  completing  this  feasibility 
analysis.  These  findings  and  policy  directive  recommendations  do  not  represent  formal 
and  complete  recommendations  by  the  Subcommittees  on  the  issues  addressed,  but  rather 
guidelines  for  the  consultant  to  employ  in  developing  the  options  that  San  Francisco 
could  pursue  under  a 1 1 1 5 waiver  program.  The  recommendations  were  reviewed  by  the 
Medicaid  1115  Waiver  Planning  Committee  at  its  October  28,  1998  meeting  and 
subsequently  revised  to  incorporate  Committee  comments  that  are  reflected  in  this 
iteration. 


Waivisssubcrecscov  (1 1-30) 


A- 1 


MEDICAID  1115  WAIVER  PLANNING 
FEASIBILITY  ANALYSIS  PHASE 

I.  ISSUES/  SUBCOMMITTEE  FINDINGS/  POLICY  DIRECTIVES 

II.  ISSUES  TO  BE  RESOLVED/  SUBCOMMITTEE  ADDRESSING 


O 

2 


A-II 


Waivisssubcrecs  (1 1-30) 


2 5 


x)  ~ -c  'B  .S  M .3  &^.£  .H  8 S 


SJ*| 

S.g 


1 1 « 1 1 \ 


ill 

i ^ ° 

! > 

1st 


*a3 

| :l 

i’s 


io  «s 

‘S  13 

a ^ 

3 ^ 


o W 
•§0  £ 
+j  o u 


§43 


■8| 

Cl,  .S 


_ = § § 
•Sill 
i |il 

> -a  «j  o 

0)  t>0  £ 

S £ .a  3 -. 

5 9 1 § 

a>  .5  -g  c/2  " 

■3  > 13  • 


Q Q 


| £ 


*— i c3 

<u  (-) 
.>  T3 

s s 


oo 


£ | 
<u  .a 

00  tin 


. 4>  T3  <u 

^ £ u 2 w 

■%  8 c . £ 23  .a 

5 « *a  <u  -a  *a 

(u  <u  os  o y ca  c 

| s 8 *s  2 § I 

s ! -S I ‘s  I s 
&=  § a S § a 

? a 3 = btlT) 


! oC  a ■§  <B 


a> 

3 > 

o C3 
2 £ 
to  <u 


2 3 


Ml 

a3  *o 


2 co  o 


+3*  ^ >T3  .S  o 

co  ~-j  a Im  • rt 

o 2 g <u  .ts 

o O 2 fi  T3 

. o X <u  T3 

C O U43  oj 


> ^-2  13 

! ►-)  tS  o 

;£  g.’S 

-Is 

> <U  3 
o 

) 2 a, 

i|l|' 
5 &>  T 


.3  ^ •§ 

w +-■  Eo 

to  r 

s § 


u 3 a 1 


W)  40 

W ,— i -rt 

40  g 2 

O .S’  § 

2 g j2 

03  .«  to 

2 ft  u 
4 > 

2 ^ 

o <N  £ 


•is* 
g s 
s £ 

f > 

.s  i 


S-H  CD 

« pCS 

o 


03 

0-) 

.3  n 


Jo  52 


.11 
S £ £ ' 

‘o  ° ° * 

I O I 
£ § 2 
*2  43  g 

g .2?  £ 

W43  O 


^ <u  is  C3  +L 

a 40  t"  cS  to 
<U  ^-,  60  o 
2 S oi'  o M 

S§  S N « <3 

£ s *a  8 ° 5P 


« o -2 

H 2 ? 2P 


t-1  OJJ  _,  s 
—I  cd  3$  c 


oS  to 


H-S  « o 


13  <L>  . 
> »-  £ 


*3  T3 
g O 8 

a..„s^2sg;s 

£“-5's&S'iSgg„ 

* a 8 § f!  I * 8 0 8 

Isllil.llfls 

.22  >,C  I SS  S « S E 


-o  £ 

<-  <L> 

00 


O'  (O  s 

o c cd 


I gjs-i 
” 1 1 1 
pis 


o § ^ ’•§  o 

^ £ 60  0H  CCJ 

.£  o ^ 
s ft  S ’-p  tJ 

Cj  CO  CO  0,40 


O -g  .y 

£ ig  C 

8 < " 


O CO 

ft*  -9  £ to  o 3 So  g 
O,  co  O ccj.5.5  S'O'O 

oT 


'"o  U 2 

° 41  4>  ftO  _ 

c a > o *2 


C a3  to  <>• 

w X!  g S 


1 §1 


o,  a 


* 5^  & - 
c 2 2 °-s 
- 3 3 2 "O 
’a  o 5«  3 « 

a crt  N 


> a 
.£  ^ 
i b o ^ ’S 
! £ ^ S P 


‘5  ' to  ^ 


o « " -£ 

to 

* -s  3 > 

t §•«  i 

CO  Dh.S  k 


<u  -o  ■ 

3 ? 


^ g*  o a *» 

§ S-S  |1| 

‘C  a 

^ es  o p,  a,  c 
• j-  40  O X <U 
) 3 GO  O <U  ^0 


1% 

?I 

_ zc  g ^ 

2 -r  * S 

0 o 

r b 

<L>  I-, 

> <L> 

1 o 

> o 


A-III 


Waivisssubcrecs  (1 1-30) 


5 

It 


A-IV 


Waivisssubcrecs  (1 1-30) 


II.  ISSUES  TO  BE  RESOLVED/  SUBCOMMITTEE  ADDRESSING 


A-V 


Waivisssubcrecs  (1 1-30) 


